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CONSTITUTIONAL AMENDMENT—TAXATION BY 
STATES OF NONRESIDENTS 


WEDNESDAY, APRIL 15, 1959 
U.S. SENATE, 


SUBCOMMITTEE ON CoNSTITUTIONAL AMENDMENTS 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m., in room 457, 
Senate Office Building, Hon. Estes Kefauver (chairman of the sub- 
committee) presiding. 

Present: Senators Kefauver, Dodd, and Dirksen. 

Also present: Senator Case of New Jersey; Bernard Fensterwald, 
counsel; and Kathryn Coulter, clerk. 

Senator Kerauver. The subcommittee will please come to order. 

This is the first meeting in this session of the Congress of the 
Constitutional Amendments Subcommittee of the Judiciary Com- 
mittee. 

The subcommittee consists of Senator Dodd of Connecticut; 
Senator Eastland of Mississippi; Senator Hennings of Missouri; 
Senator Langer of North Dakota; Senator Dirksen of Illinois. 

Senator Dodd, who is a very experienced and able member of the 
Judiciary Committee, has been designated to act as chairman of the 
subcommittee during consideration of these resolutions with respect 
to taxation of nonresidents. 

I wish to thank you, Senator Dodd, for consenting to chair these 
hearings on Senate Joint Resolution 29 and Senate Joint Resolution 
67. I know how busy you are these days, and I wish to express my 
gratitude publicly for your graciousness and helpfulness in agreeing 
to take charge of these hearings on this most important subject 
at this most appropriate time. 

(S.J. Res. 29 and S.J. Res. 67 follows:) 


[S.J. Res. 29, 86th Cong., 1st setss.] 


JOINT RESOLUTION Proposing an amendment to the Constitution of the United States 
prohibiting taxation by States of nonresidents 


Resolved by the Senate and House of Representatives of the United States 
of America in Congress assembled (two-thirds of each House concurring 
therein), That the following article is proposed as an amendment to the Con- 
stitution of the United States, which shall be valid to all intents and purposes 
as a part of the Constitution when ratified by the legislatures of three-fourths 
of the several States: 

“ARTICLE— 


“No State shall make or enforce any law to lay or collect any tax on the 
income derived from wages, salaries, professional fees, and other amounts 
received as compensation for personal services actually rendered, of any natural 
person who is not a resident of that State.” 


1 
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[S.J. Res. 67, 86th Cong., 1st sess.] 


JOINT RESOLUTION Proposing an amendment to the Constitution of the United States 
to limit the power of the States and their political subdivisions to tax the salaries and 
wages of persons who are not domiciliaries or residents thereof 


Resolwed by the Senate and House of Representatives of the United States of 
America in Congress assembled (two-thirds of each House concurring therein), 
That the following article is hereby proposed as an amendment to the Constitu- 
tion of the United States, which shall be valid to all intents and purposes as part 
of the Constitution when ratified by the legislatures of three-fourths of the sey- 
eral States: 

“ARTICLE — 


“Section 1. No State, or political subdivision thereof, shall have power to 
impose any tax on any amount received or receivable by, or paid or payable to, 
a natural person as compensation for personal services rendered within the 
State to his employer, unless such person is domiciled in the State at some time 
during the period for which the tax is imposed or resides in the State for at 
least one-half of the period for which the tax is imposed. 

“Sec. 2. The provisions of section 1 of this article shall not prohibit the 
uniform imposition by a State, or political subdivision thereof, of any tax on 
amounts received or receivable by, or paid or payable to, natural persons as 
compensation for personal services rendered with the State to their employers, 
whether or not they are domiciled in, or are residents of, the State, if the 
proceeds of such tax are used only to provide benefits which all such persons are 
eligible, or may become eligible, to receive. 

“Sec. 3. The Congress shall have power to enforce this article by appropriate 
legislation. 

“Sec. 4. This article shall be inoperative unless it shall have been ratified as 
an amendment to the Constitution by the legislatures of three-fourths of the 
States within seven years from the date of its submission to the States by the 
Congress.” 


Senator Kerauver. Senator Case of New Jersey has indicated he 
will testify, and we will be glad to have him participate with the 
members of the subcommittee in the questioning. 

I think that I should explain to the other members of the subcom- 
mittee, to our most distinguished witnesses, and to others present that 
I would like to stay and hear all of the testimony. Unfortunately, 
however, as happens too frequently, I have another set of hearings 
to which I must go. These are being conducted by the Subcommittee 
on Antitrust and Monopoly Legislation with respect to S. 835 and 8. 
836 on automobile financing and insuring. As both of these subjects 
are also of considerable concern to Tennessee and to the other 48 
States, I would like to be in both places at the same time. 

Not possessing that power, I can assure those witnesses whose testi- 
mony I might miss that I shall look forward to reading the transcript 
with great interest. I will be here as much of the time as pone 
but I will have to be at the other hearings part of the time. 

The question of interstate taxation 1s of particular interest to Ten- 
nessee. Although my State is usually listed among those 33 States 
which have an income tax, it is not an income tax upon wages and 
salaries, but rather an income tax upon the dividends from stocks and 
the interest from bonds. 

Furthermore, it does not apply to nonresidents. Therefore, Ten- 
nessee is more or less in the same boat with those 17 States which are 
traditionally listed as having no income tax. 

There are a considerable number of Tennessee residents who work 
outside the borders of Tennessee in the seven adjacent States. Each 
and everyone of these States has an income tax and each and everyone 
applies it, in one form or another, to nonresidents. 
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The relief from double taxation which would be afforded to Ten- 
nesseans by the adoption of either Senate Joint Resolution 29 or 
Senate Joint Resolution 67 would be most welcome. And I certainly 
hope that the Congress and the States will either adopt this consti- 
tutional solution to an old inequity, or that the Congress alone will 
accept one of the other solutions which have been proposed, but which 
are not before this subcommittee. 

I can assure you that I shall do everything in my power to see that 
some relief is afforded to the victims of multiple-State taxation. 

Before turning the Chair over to Senator Dodd and before Senator 
Dodd proceeds, I would also like to introduce our counsel, Mr. Bernard 
Fensterwald, a very able lawyer. 

I know that Senator Dodd will introduce his distinguished friend 
from Connecticut. 

I want to express my appreciation to Governor Ribicoff of Con- 
necticut for coming here. When he served in the House of Repre- 
sentatives from 1949 through 1952, we found him a most valuable 
Member, and he has won the high respect and admiration of people 
every where. 

Senator Dodd, excuse me for having so much to say. I will now 
turn the Chair over to you. 

Senator Dopp (presiding). I am very grateful to you and thank you 
very much for holding these hearings. 

This morning we have before us two different resolutions limiting 
the right of States to tax the personal incomes of nonresidents. One 
of these is Senate Joint Resolution 29 which was introduced by both 
of the distinguished Senators from New Hampshire. 

I know that the sponsors of this resolution will elaborate on its 
provisions during their testimony this morning. It is a very broad 
prohibition against taxation by States upon the personal incomes of 
nonresidents. The text of the operative part of the amendment is 


very brief: 


No State shall make or enforce any law to lay or collect any tax on the income 
derived from wages, salaries, professional fees, and other amounts received as 


compensation for personal services actually rendered, of any natural person 
who is not a resident of that State. 


The other resolution is Senate Joint Resolution 67, which is cospon- 
sored by the senior Senator from New Jersey and myself. The pro- 
hibition in our proposal is not as broad as that in Senate Joint Resolu- 
tion 29. Section 1 reads as follows: 


No State, or political subdivision thereof, shall have power to impose any tax 
on any amount received or receivable by, or paid or payable to, a natural person 
as compensation for personal services rendered within the State to his employer, 
unless such person is domiciled in the State at some time during the period 


for which the tax is imposed or resides in the State for at least one-half of the 
period for which the tax is imposed. 


Further, section 2 would exempt such taxes on personal incomes as 
unemployment-compensation taxes. 

At present there are 17 States which have not resorted to taxes 
pon personal incomes. The citizens of these States who are em- 

oyed across State lines are subject to double taxation, as most of the 


States with income taxes levy them on residents and on nonresidents 
alike. 
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However, I do not speak today only in behalf of these citizens. Even 
in those instances where both States involved have an income tax, and 
where the State of residence grants a tax credit for taxes paid in 
another State, the injustice still exists and with it the lost revenue to 
the State of residence and the correspondingly increased burdens on 
the other taxpayers of that State. 

All of us are affected when inequities are permitted to exist that 

cause loss of public confidence in the justice of our tax laws and, hence, 
encourage evasion of the law and distrust of Government. 
The situation before us today has arisen as a result of the great 
advances in living standards and in the field of transportation in 
recent decades. The development of mass transportation, the uni- 
versality of the automobile, and the building of systems of modern 
highways have made it possible for American workers to live in resi- 
dential communities far from the business and industrial districts in 
which they work. 

This freedom of movement on the part of American workers is 

increasing from day to day, and it has been one of the great liberating 
elements that has enriched American life in this country. 
Our people think nothing of traveling long distances across State 
lines to work each day. There are many sound and obvious reasons 
why they should prefer to work in one area and live in another, and 
no arbitrary obstacles to this travel, such as double taxation, should 
be placed in their way. 

The citizen who is a victim of double taxation is forced to pay a 
full taxload to two States. The injustice of that is obvious. 

It is the State of residence which provides almost all the public 
services that the taxpayer uses, and all the services his family uses. 

It is true that the commuting worker causes some expense to the 

State in which he is employed. But certainly the fact that a com- 
muter travels over the roads of another State (for which he may pay 
tolls) does not justify forcing him to pay a higher tax levy than the 
State imposes on its own residents, who are beneficiaries of all the 
services the State provides. 
The Connecticut citizen who drives his car into New York City each 
working day pays tolls of $150 per year for the upkeep of New York 
roads and of the police who patrol those roads. Surely he thereby 
pays his share, and much more than his share. 

It may be argued that the business establishments and industrial 
plants that give employment to out-of-state commuters are sources of 
expense to local and State governments, and that therefore a tax on 
the incomes of their employees is justified. 

But the bulk of the expense occasioned by these business and indus- 
trial establishments falls on local governments, who do not im 
income taxes. And all experience shows that these establishments, 
far from being a burden and a liability, provide such valuable sources 
of revenue to local and State governments, as well as other benefi 
that they are eagerly sought after everywhere by all levels o 
government. 

To some extent, it is the skills and contributions of out-of-state 
commuters that make it possible for these enterprises to exist and 
flourish. Therefore, the benefits conferred by the commuter are far 
greater than the small burden of the few services they require. 
The taxation of nonresidents is wrong on many accounts. 
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It is wrong as a matter of basic legal theory. An income tax is 
supposed to be levied against the person and not against the process 
by which income is created. A personal income tax should only be 
levied against persons living within the taxing jurisdiction. 

It is wrong as a matter of constitutional theory. Article IV of the 
Constitution guarantees to the citizens of each State all of the privi- 
leges and immunities of citizens in all of the States. Taxation of 
incomes of nonresidents erects discriminatory barriers to the free 
movement of citizens across State lines. Such barriers are contrary 
to the basic concept which the Founding Fathers had in mind when 
they drafted article IV. 

It is wrong as a matter of equity. Whether or not double taxation 
is unconstitutional, it is certainly inequitable. 

It is wrong as a matter of public policy. State income taxes have 
been adopted and applied in such a way as to result in gross discrim- 
ination against nonresidents. I will give one example. A person 
who lives in my State of Connecticut and who earns all of his income 
through a job in New York will, on the average, pay 45 percent more 
income tax in New York than a resident of New York, plus a full 
taxload in the State of Connecticut. This may sound impossible, but 
it is true. The reason why he pays a larger income tax burden in 
New York than do New Yorkers is that his deductions are limited to 
10 percent of his income or $500, whichever is lesser. Whereas resi- 
dents can itemize deductions for medical expenses, contributions, other 
taxes, and so forth, the nonresident has no such privilege. 

If the present trend of more and more taxation of nonresidents 
continues, it is easy to foresee an absurd climax to this situation. 
Recently, for example, Massachusetts began to levy taxes on wages 
paid to railroad employees who lived in New Hampshire but whose 
duties took them to Massachusetts. The Massachusetts authorities 
prorate taxes according to the number of miles of railroad in Massa- 
chusetts as against the total number of miles on the individual’s run, 

What would happen if this theory were extended to truckdrivers, 
or to airline employees on transcontinental flights? If every State 
over which they drove or flew could tax them in an amount equal to 
a percentage of their total mileage, these taxpayers would not only 
be subject to double taxation; they might get income tax bills from 
asmany as 10 or 15 different States. 

Thus we begin to break down the concept that America is one 
nation, a united nation that has grown strong and prosperous through 
its refusal to allow its separate States to erect barriers against each 
other’s citizens or commerce. 

The American people have not resisted taxation as have the peoples 
of other countries. They have paid their taxes willingly because they 
recognized the just right of government to levy them and the necessity 
to pay taxes in return for the many vital government services they 
received. 

But hostility to taxation without representation is an honored 
American tradition, and taxation of nonresidents involves taxation 
without representation. Moreover, it means the payment of taxes for 
which the taxpayer receives no return. 

Governments which resort to the policy of shaking down anyone 
whom they can legally reach, irrespective of the services rendered 
to these taxpayers, are breaking down public confidence in the fair- 
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ness of our tax laws. This public confidence is the foundation of any 
workable system of taxation in any free country. . 

That is why the problem before us today is a national problem which 
goes to the heart of the national interest. That is why it is serious 
enough to warrant a constitutional amendment. 

Before I hear our first witness, I should say that Senator Bush, of 
Connecticut, who wanted to be here this morning, must be at a For- 
eign Relations Committee hearing to consider an important nomina- 
tion. He has sent his statement and it will be inserted in the record 
at this point. 

(The statement of Senator Bush follows :) 


STATEMENT By U.S. Senator Prescorr Busu, or CONNECTICUT 


Mr. Chairman and members of the subcommittee, I am grateful for the op- 
portunity to express my views on Senate Joint Resolution 29, sponsored jointly 
by the distinguished senior Senator from New Hampshire [Mr. Bridges] and 
his able colleague, the junior Senator [Mr. Cotton], and Senate Joint Resolu- 
tion 67, introduced by the distinguished senior Senator from New Jersey [Mr. 
Case] and cosponsored by my colleague, the able junior Senator from Con- 
necticut [Mr. Dodd], the chairman of this subcommittee. 

Both resolutions propose amendments to the Constitution of the United States 
to prohibit outright, in the case of Senate Joint Resolution 29, or to limit 
sharply, in the case of Senate Joint Resolution 67, the power of States to tax 
the earned incomes of nonresidents. 

The amendments are intended to rectify gross inequities which have arisen 
because the States of New York and Massachusetts impose taxes upon the in- 
comes of many thousands of residents of Connecticut and other States who 
commute from their homes to work in our neighboring States. 

I am entirely in agreement that the many injustices imposed by this kind 
of taxation of nonresidents must be corrected. The New York Times, in an ar- 
ticle published on February 11, stated categorically : 

“At present nonresidents of New York State are taxed on income about 45 
percent more on the average than residents because they are not permitted an 
equal number of deductions.” 

This is an unconscionable situation. The commuting population, who receive 
only a fraction of the services provided by New York State, should be paying 
much less rather than much more than residents. 

I would go further. As a matter of principle, I oppose State income taxation, 
whether it be imposed on residents or nonresidents. Income taxation is a field 
which has been largely preempted by the Federal Government. The rates of the 
Federal tax have become extremely onerous, as we are reminded today—the 
day on which Federal income tax returns are due. Thus, I believe that the 
States should look to other sources of revenue. 

My own State of Connecticut does not impose an income tax. I hope it never 
will, although I am disturbed by a rising trend of expenditures in our State 
which may soon require increased tax revenues. 

Believing as I do that it is wrong for a State to tax incomes of its own residents, 
it is doubly wrong for a State to tax incomes of nonresidents. If carried to 
extremes, a traveling salesman might find himself paying income taxes to a dozen 
States as well as to the United States. 

Thus, of the two proposed amendments, I would prefer the approach of Senate 
Joint Resolution 29, which would prohibit completely State taxation of incomes 
of nonresidents. 

I must confess, however, that I think neither resolution proposes a practical 
solution to the immediate problem. The path to adoption of a constitutional 
amendment is strewn with many pitfalls, and, even if these are safely passed by, 
its end lies far in the future. 

Quicker and more certain relief is needed by the many thousands of Connecti- 
cut citizens who are burdened by the unfair taxes imposed upon them by our 
neighboring States. 

If they must pay a share of the cost of government in the States where they 
earn their livings, at a minimum they should pay no more than their fair share. 
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In the case of New York, instead of paying more than those who enjoy all the 
benefits of residents within that State, the commuting population from Connecti- 
cut and New Jersey should pay much less. 4 

If these hearings stimulate efforts to bring about interstate agreements which 
will result in more equitable taxation of our residents by sister States, they will 
have served a useful purpose. 

Senator Dopp. This morning I consider it a great honor to present 
the Governor of the State of Connecticut, Governor Ribicoff. 

Governor Ribicoff is a man with wide experience both as a legislator 
and as an administrator. He knows a great deal about the tax prob- 
lem and is very much aware of this problem of double taxation and 
has given thoughtful leadership as to how best to solve this problem. 


As our first witness this morning, I would like to present Governor 
Ribicoff, of Connecticut. 


STATEMENT OF HON. ABRAHAM RIBICOFF, GOVERNOR OF THE 
STATE OF CONNECTICUT 


Governor Risicorr. Thank you very much, Senator Dodd, and may 
I say that I deeply appreciate being here. It is a pleasure to be here 
to say hello to you again and also to the distinguished Senator from 
New Jersey with whom I have had the privilege of serving in the 
House of Representatives. 

I appear before this subcommittee today in support of Senate Joint 
Resolution 67 as spokesman for a State which has been caught in an 
intolerable and unjust three-way income tax squeeze. 

I appear also as spokesman for a State which, speaking through a 
resolution recently adopted by its general assembly, has declared that 
its citizens “find the income taxes imposed upon them by New York 
and Massachusetts to be a most difficult burden, especially since these 
taxes are in addition to the various Connecticut State taxes already 
borne by them.” 

Finally, I speak for the State of Connecticut which recognizes and 
respects the right of her sister States to determine what taxes they 
should assess against their citizens to meet their particular needs; and 
insists that other States, in all fairness, permit her to exercise this 
same right as it best serves the needs and interests of Connecticut 
residents. 

In the exercise of that right, Connecticut has decided that it does 
not need, nor does it want, a State personal income tax. In the exer- 
cise of this same right, New York, our neighbor to the west, and 
Massachusetts, our neighbor to the north, have decided that State 
income taxes best meet their needs. 

We in Connecticut have no quarrel with their choice. We do re- 
sent, however, being pushed into the unhappy, uneasy, and unjust 
position of choosing between enacting a personal income tax of our 
own or seeing our Connecticut citizens subjected to an unfair and 
burdensome tax load. 

This is precisely the choice that the income tax States on our borders 
force upon us when they tax the personal incomes of Connecticut 
residents who work in either New York or Massachusetts, for their 
answer to our continuous pleas for equity is always one and the same: 


Enact a personal income tax of your own and we will allow your residents 
proportional tax credits on a reciprocal basis. 
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As I already have indicated, this is a choice that Connecticut re- 
jects. It solves nothing. Rather, it only compounds the already 
inequitable treatment of Connecticut taxpayers by New York and 
Massachusetts. 

It infringes on Connecticut’s right to decide its own tax policies, 
for it would require us to tailor our revenue-raising laws to fit the 
intricacies of the New York and Massachusetts income tax laws. 

What is needed is action by Congress toward eliminating once and 
for all this unwarranted and unfair reaching by one State into the 
pockets of citizens of neighboring States. 

Others who seek to force Connecticut to tax the personal incomes 
of its citizens tell us that such a levy adds very little to the total tax 
burden since it can be deducted from the Federal income tax. They 
lose sight of the fact, however, that most taxpayers use the short form 
and the standard deduction in making out their Federal income tax 
returns. This means that for these taxpayers, the Federal deduction 
does nothing toward reducing their total burden. 

In terms of income tax dollars, the situation as it affects Connecti- 
cut residents is this: 

About $750 million was collected from them in Federal personal 
income tax in 1958. An additional $8.3 million was collected, un- 
justly I feel, from nearly 21,000 Connecticut residents by the State of 
New York. Massachusetts exacted an estimated $500,000 more. 

All this is in income taxes from a small State with a population of 
2.4 million people. Is it any wonder that we in Connecticut are so 
deeply concerned and distressed by this overlapping tax situation? 
You can well imagine the shudders that have been produced in my 
State by talk of a New York City income tax. 

But there is more to this inequitable three-way squeeze. The $8.3 
million that Connecticut residents pay to New York is 45 percent 
more than New York would have collected from a like number of its 
own residents with the same income, family, and living responsibilities. 

The reason for this is that New York not only collects from the Con- 
necticut citizens but it denies them the deductions it allows its own 
citizens. The practical effect is that New York extracts a 45-percent 
supertax from Connecticut residents. 

Where lies the justice in this? Yet, this is the sort of piling 
inequity upon inequity that results when one State is permitted to 
tax the personal income of nonresidents. 

In all fairness, I must comment that Massachusetts, unlike New 
York, gives equal treatment to residents and nonresidents alike in the 
matter of deductions. 

Our efforts to solve this problem of overlapping taxation at the 
State level to date have borne no fruit. The taxing States just do not 
want to forego the revenue they receive from taxing our residents. 

There are 32 States imposing personal income taxes. All of them 
tax the income of nonresidents earned within their borders. There is 
no present constitutional objection to their doing so. 

But equity demands a higher standard of reasonableness toward 
one’s neighbor than this. Is a tax “reasonable” even if within the 
constitutional power of a State to levy, whether or not the tax yields 
revenues excessive in amount for the governmental services performed 
for the nonresident ? 
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Is it “reasonable” to expect charitable contributions to observe 
State lines ? or medical expenses ? or life insurance? 

Is it “reasonable” to compel a nonresident to contribute to the sup- 
port of another State’s schools and highways and hospitals when he 
uses neither and anyway has already made his contribution for these 
items in his home State ? 

Apart from Connecticut’s problem, it is a sad commentary on the 
science of taxation that one individual can even be subjected to per- 
sonal income taxes in two States on his entire income from all sources. 
This unconscionable situation can arise from the conflict in the defi- 
nition of “resident” in two income tax States so that an individual may 
be considered a resident of both. 

Mutual deductibility has historically been the sanctuary against 
confiscation for higher bracket taxpayers. But now, with conflicting 
definitions of “resident,” with cities taxing incomes, with 12 of the 32 
income tax States having no provision in their income tax statutes 
for the deductions of Federal income taxes paid, and only half of 
them making any allowance for overlapping State incomes, confisca- 
tion becomes a strong likelihood. 

This problem before us is one that must be solved not only in the 
interest of equity but also in the interest of commonsense. 

Senate Joint Resolution 67 offers such a solution. 

Its adoption would serve as further proof of the capacity of our 
States to live together truly as sister States—in mutual respect and 
honor. 

Further, it would reassure citizens everywhere that it is their right 
to live and work where they choose and that we will not tolerate any 
abridgement of that right through the device of inequitable taxation. 

(At this point in the proceedings, Senator Dirksen entered the hear- 
ing room.) 

Governor Ristcorr. Mr. Chairman, that is my prepared statement. 
I would be pleased to answer any questions that any of you might 
like to put to me. 

Senator Dopp. Thank you very much, Governor Ribicoff. I would 
like to say that Senator Dirksen, the distinguished Senator from II- 
linois is now with us; however, he might have to go to some other 
committees this morning. 

I also would like to welcome Senator Clifford Case of New Jersey 
who is the author of Senate Joint Resolution 67. We will hear from 
Senator Case after some questions are directed to you, Governor. 

Senator Dirksen. Governor, I think you have presented an excellent 
summation of the case. However, I see an inherent difficulty. Thirty- 
two States now have income taxes that cover this ground. A consti- 
tutional amendment has to be ratified by the necessary number of 

ople. 

Bay Gender whether any alternatives have been offered to meet this 
problem. 

Governor Ristcorr. I would say that the alternative against the 
practical problem that you present, and I recognize this is a political 
problem, would be at least to try to work out a substitute resolution 
on the basis of equity; to make each State give out-of-State residents 
whom they tax for their own benefit the same consideration, the same 
allowances, and the same deductions as they give to their own residents. 
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Let me give you an example of how this inequity can work. Let’s 
say that you are living in Harrison, N.Y., and I am living across the 
street in Greenwich, Conn.; we commute by automobile into New York 
City where we both work for the same company. 

On the way home you and I are involved in an automobile accident 
and both of us are injured. You, living in Harrison, have medical 
expenses of some $5,000; and I, living across the line in Greenwich 
also have medical expenses of $5,000. 

When we file our taxes in the State of New York, you can deduct 
that $5,000 medical expense as a New York resident and I, who have 
been equally hurt, cannot deduct that $5,000 medical expense. 

Now, that is one proposition. Here is another. Let us say that 
you go toachurch in Harrison and I go to church in Greenwich. You 
make a contribution to your church in Harrison, and I make a contri- 
bution to my church in Greenwich. I cannot deduct that charitable 
contribution, but you can, whether that be the Red Cross, the church 
or what not. 

I have had many people from Connecticut tell me that because 
of that, they do not make their contributions to Connecticut charities 
becauses they are not deductible items. 

Let us say that in the State of New York you have a house and I 
have a house, and you pay local taxes to Harrison and I pay local 
taxes to Greenwich for $300 on our homes. 

You, as a resident in New York, can make that deduction, and I, 
as a resident of Connecticut, cannot make that deduction; and yet, your 
children are being educated with New York State taxes. — 

You see, I am making contributions to the education of your 
children. I am also making contributions to the education of my own 
children in Connecticut. 

If somebody in my family has a mental ailment they go to a State 
mental hospital or institution. The State of Connecticut gives all 
of these services. Our people do not get these services out of the State 
of New York and yet, we pay the State of New York about a 45-percent 
surtax. 

I think that this is something that should not be tolerated, even 
though you have the constitutional difficulty ; and I would say out of a 
sense of fairness that we should try to work it out. 

You also have another problem—that is, the question of residency. 
Yet, those of us who have experience in various phases of law know 
that “domiciliary” is a legal phrase with a legal meaning; it has an 
interpretation—whether it be in wills, tax cases, or divorce cases. 
And it would seem that there could be a uniform set of definitions 
because you are now entering the situation with many towns and 
cities having an income tax, and with States having an income tax 
on top of that. 

Because of the conflict of the State or the municipality on the 
interpretation of the word “resident”, you might find X number of 
individuals paying four different income taxes. 

Even though you have this difficulty, this subcommittee could be 
working toward the elimination of inequities and trying to get a 
uniform system of taxation to make sure that there is not duplication. 

Senator Dmxsen. You have the problem right here of great num- 
bers of people who work in Washington and live in Virginia. The 
problem here is not new. 
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Now the second question I have is this: Have there been any con- 
ferences between you and the Governors of your adjoining States? 

Governor Risrcorr. Yes. 

Senator Dirxsen. In the hope that something could be evolved ? 

Governor Risicorr. Yes, Governor Meyner, of New Jersey, and I 
started a series of conferences with Governor Harriman, and both 
Governor Meyner and I have been deeply upset. I think New Jersey 
has been hurt even more, because the number of its residents taxed by 
New York exceeds ours. 

We set up a study group, and I appointed Roswell McGill, who lives 
in Connecticut ; Governor Meyner appointed Dean Warren, of Colum- 
bia Law School; and Governor Harriman appointed a lawyer whose 
name has slipped my tongue at the moment, to enter into a survey 
to see if we could at least eliminate these inequities. 

The study was made and there were some recommendations. Then, 
of course, Governor Harriman was defeated and we started some 
conferences with Governor Rockefeller. 

From our conferences with Governor Rockefeller, I would say that 
he has indicated some sympathy toward our position. My feeling 
is that I also appreciate the difficulties of a new Governor coming in 
with many, many problems with its own legislature, and understand 
that he should tackle first things first. 

It is our hope that during the next session of the New York Legisla- 
ture, which will meet in 1960 (their present session has been termi- 
nated), it will come around to the position of eliminating these 
inequities. 

You will find the situation today where the New York press has 
talked with unanimity about the inequity of the situation; they feel 
that New York is doing wrong by not giving the same deductions and 
the same exemptions that their own State citizens enjoy, even though 
they do collect the taxes. 

It is our hope that through these conferences between Governors 
Meyner, Rockefeller, and myself we may work this out. 

The Governors of New Hampshire, Rhode Island, and Connecticut 
have discussed this with the Governor of Massachusetts, and I am not 
very hopeful of working anything out there. The differences are 
that Massachusetts at least does allow the same exemptions and de- 
ductions to nonresidents as it does a resident. Therefore, you don’t 
have the same complaint that we have in New York. I don’t believe 
that public opinion is being generated in our State alone, but I think 
the people of New York recognize that they have been treating the 
residents of Connecticut and New Jersey unfairly. 

Senator Dirksen. Has it been actively considered as a part of the 
agenda for the Governors conference ? 

They are meeting twice a year, I think. 

Governor Rrsicorr. Whether this problem basically is a problem 
that the Governors conference could handle, I don’t know. They 
might where those States impinge on one another. 

I think the question of finances and taxes are a matter for discus- 
sion at the coming Governors conference that meets in August. I 
think the Governors conference committee on State and Federal 
relationships, of which I am a member, was supposed to be meeting 
today and tomorrow in Washington, but that has been postponed 
until May 17 and 18. 
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Whether this will be a subject of discussion, I do not know. 

Senator Dirxsen. It occurred to me that unless you could get the 
active support of the Governors, the general disinclination of States 
to abandon this field of revenue would make the ratification process 
difficult. That is the reason I think in terms of substitutes, particu- 
larly in the administrative field. It would constitute quicker action 
itself than hazarding this thing to the States for confirmation, be- 
cause, if the Governors did not give it their active support, the rati- 
fication for it would be nil. 

Governor Risicorr. Let me say this, whether anything can or 
cannot be accomplished in this session of Congress, it is my feeling 
that this subcommittee has rendered a distinct public service by hold- 
ing these hearings. 

In holding these hearings you have called attention, not only to 
one State, but to the people of the entire United States who are not 
aware of the difficulties, the inequities, and unfairness that exist in 
these multiple taxation problems. 

I would say also that it would be my feeling that this type of hear- 
ing would be as effective in influencing public opinion, let us say 
just in New York, as it would affect the residents of the State of 
Connecticut. 

I feel that this hearing is worthwhile. I am grateful that this 
subcommittee is holding these hearings and has invited me to come 
down and testify. 

Senator Dirksen. Mr. Chairman, I have one concluding obser- 
vation. If the mail is any indication of public interest, we have 
been inundated in the last few weeks with thousands and thousands 
of letters. That indicates that there is a growing public interest. 

Governor Risicorr. Let me say this—I don’t think that there is a 
problem back home in the States or in the country that is of greater 
interest to the people of the country than taxes in any form. 

As a Governor who wrestles with these problems on a day-to-day 
basis, and you as a Senator who wrestles with them on a day-to-day 
basis, we must realize that. I think that out of this must come an 
equitable tax system that is fair to the people. I realize as you do 
that we have to have taxes. We have to support our Government 
on the local, State, and National level. 

But what we should try to work out is at least an equitable basis 
and an equitable program, and I think that your subcommittee, with 
its talent and its staff, is uniquely suited to make suggestions in its 
report of what an equitable tax system should be and what States 
should look at and consider in fairness to one another. 

There have been suggestions made of retaliation. I am reluctant 
to say that Connecticut should try to impose a service tax on those 
people working in Connecticut who live in New York. Two wrongs 
don’t make a right. I have the feeling myself that if New York treats 
Connecticut people unfairly, nothing would be gained by Connecticut 
turning around and trying to sock an innocent worker who lives in 
New York and works in Connecticut. This goes against my grain. 
It is unfair. 
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Before considering measures such as that, it would again be my 





the hope that Governor Rockefeller, who, as I indicated, has himself indi- 
ates cated sympathy to the position and who is now studying this problem, 
cess will make some recommendations to the next session of the New York 
icu- General Assembly. 
tion I notice on my list that Illinois, your own State, Senator, is one of 
be- the States that does not have an income tax. Indiana does not have an 
ati- income tax. Of course, Missouri does. Apparently, there must be 
some people in the State of Illinois who are faced with the same prob- 
| or lem as Connecticut as they go across other State lines to work, 
ling Senator Dirksen. Governor, I think your approach is eminently 
old- equitable and fair. I think you are to be commended. Your thesis is 
right. The question is never solved unless it is solved properly, and 
y to I hope we can perform a useful function in that field. 
not Governor Risicorr. I think another problem that should be pointed 
t in out is that, having been a Member of Congress and now as a Governor 
on the State level, I find today that all States have many, many mu- 
ear- tual problems that they must work out between themselves. That can 
say be the problem of urban development, the problem of the commuter, 
e of the problem of water, or the problem of contamination. We have all 
these problems. And yet, you find when you treat the citizens of the 
this adjoining States inequitably and unfairly, human nature being what 
ome it 1s, that this does overlap and colors a State’s point of view in yn 
erating with that State in its own problems. I think that the sub- 
Ser- committee staff, in making its report and study, and by pointing out 
have the basic inequities, will make people in the States that are guilty of 
ands these inequities realize that you shouldn’t treat your neighboring 
States so unfairly. 
isa Senator Dirksen. That is all, Governor. Thank you. 
ater Senator Dopp. Senator Case? 
Senator Case. Thank you, Mr. Chairman. 
-day I appreciate you letting me participate with this subcommittee. I 
-day join my colleagues in expressing my thanks to Governor Ribicoff, who 
e an was a colleague of mine, also, in the House and a warm personal 
u do friend. 
ment He has presented, as you have said, Mr. Chairman, the case ad- 
mirably. I don’t think anyone could have done it with greater fair- 
basis ness and completeness, and it comes with great authority. 
with (At this point in the proceedings, Senator Dirksen left the hearing 
n its room. ) ; 
tates Senator Case. I am grateful to you for coming down, Governor 
Ribicoff. 
ctant Senator Dopp. Thank you, Senator Case. 
those Now, on this point, before the Governor concludes, I would like to 
‘ongs have inserted in the record of this hearing a joint resolution of the 
reats Connecticut Legislature which came to our attention and was placed 
ticut in the Congressional Record by Senator Bush. 
es in This resolution of the Connecticut General Assembly calls _ the 
Tain. Congress to Rene Senate Joint Resolution 29, introduced by Senator 
Bridges and Senator Cotton, of New Hampshire. 
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I think it would be wise if we have this in the record. 
(The document referred to follows :) 


[From the Congressional Record, Apr. 13, 1959] 
JOINT RESOLUTIONS OF CONNECTICUT LEGISLATURE 


Mr. Busu. Mr. President, on behalf of myself and my colleague, the junior 
Senator from Connecticut [Mr. Dodd], I present resolutions of the General As- 
sembly of the State of Connecticut memorializing Congress to support a proposed 
amendment to the Federal Constitution relative to the imposition and collections 
of taxes on income by the States, and to amend Public Law 85-3816. I ask 
unanimous consent that the resolutions may be printed in the Record and be 
appropriately referred. 

There being no objection, the joint resolutions were received, appropriately re- 
ferred, and, under the rule, ordered to be printed in the Record, as follows: 

“To the Committee on Finance: 


“*HousE JOINT RESOLUTION 69 


“‘“JOINT RESOLUTION Memorializing Congress to support a proposed amendment to the 
Federal Constitution relative to the imposition and collections of taxes on income by the 
States 


“ ‘Resolved by this assembly: 

“ ‘Whereas citizens of Connecticut residing within this State, but employed in 
the State of New York and Massachusetts, are imposed upon by being forced to 
pay income taxes to those States; and 

* ‘Whereas citizens of Connecticut residing within this State, but employed out- 
side of Connecticut are bearing a considerable share of the tax burden imposed 
upon all the residents of this State by the various Connecticut State tax laws, 
especially the sales tax ; and 

““*Whereas the citizens of Connecticut residing within this State, but employed 
outside of Connecticut find the income taxes imposed upon them by New York and 
Massachusetts to be a most difficult burden in these times of inflationary costs, 
especially since these taxes are in addition to the various Connecticut State taxes 
already being borne by them; and 

“ ‘Whereas U.S. Senators Styles Bridges and Norris Cotton, of New Hampshire, 
have proposed an amendment to the Federal Constitution to bring to an end 
the imposition of income taxes by one State upon the residents of other States: 
Now, therefore, be it 

“*Resolved by this assembly, That the General Assembly of the State of Con- 
necticut hereby memorializes the Congress of the United States to support a 
proposed amendment to the Federal Constitution by adopting Senate Joint Reso- 
lution 29 introduced by said Styles Bridges and Norris Cotton, providing that 
the several States would have no power to impose and collect taxes on income 
from whatever source derived except in respect to residents of the State imposing 
the tax ; and be it further 

“ ‘Resolved, That the secretary of state transmit copies of this resolution to 
the President of the United States, the Secretary of the Treasury, and the Sena- 
tors and Representatives in Congress from this State and from New Hampshire 
and from New Jersey. 

***Adopted in house of representatives March 9, 1959. 

** ‘Adopted in senate March 24, 1959.’ 

“To the Committee on the Judiciary : 


““*SENATE JOINT RESOLUTION 26 
“JOINT RESOLUTION Memorializing Congress to amend Public Law 85-316 


“*Resolved by this assembly: 

“*Whereas there are many Americans who have filed petitions with the immi- 
gration authorities of the United States for the entry of their sons, daughters, 
brothers, and sisters, which petitions are classified in the fourth preference 
quota of the Immigration and Nationality Act; and 
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“Whereas of the four preference quotas established by the Federal Immigra- 


tion and Nationality Act, the first, second, and third quotas are allotted 100 
percent of the total annual entry quota ; and 

“ ‘Whereas, as a result, those persons who fall within the fourth preference 
section must depend for entry into this country upon deficiencies in the first three 
quotas ; and 

‘*Whereas there is frustration and despair resulting from the law that gives 
hope to Americans by permitting them to file petitions, getting them approved, 
and then compelling them to wait for their kin who may never come; and 

“Whereas thousands of discontented people abroad, whose hopes are first 
raised and then dashed, certainly cannot believe in the good will we try to en- 


gender through our foreign policy, and thus become easy prey to the propaganda 
of unfriendly nations; and 

“*Whereas Congress has recognized and alleviated a similar problem through 
Public Law 85-316, which includes a provision for reuniting spouses and minor 
children of aliens legally residing in this country whose petitions were approved 
prior to July 1, 1957: Now, therefore, be it 

“ ‘Resolved, That the General Assembly of the State of Connecticut memorial- 
ize Congress to amend the provisions of Public Law 85-316 to include cases 
which fall within the fourth preference quota, in order to provide for entry of 
the many thousands, petitions for whom have piled up in a backlog in prior years; 
that, in order not to create another problem of separated families, those appli- 
eants who are married and have families be permitted to bring them; and that 
a suitable copy of this resolution be sent by the secretary of state to each Con- 
gressman and Senator from the State of Connecticut. 

“* ‘Adopted in senate March 19, 1959. 

‘“‘*Adopted in house of representatives March 26, 1959’.” 


Senator Dopp. I suppose, Governor, that there is no particular 
reason that the General Assembly picked out Senate Joint Resolution 
29 except that it came to their attention and they were not aware of 
the other resolution which has been introduced. 

Governor Risicorr. Of course, I think someone called it to their 
attention and, as you know, my testimony has been addressed to Sen- 
ate Joint Resolution 67, cosponsored by you and Senator Case. 

Either resolution would be fine so far as I am concerned, but m 
testimony is on yours, and I would say their intention is to cover the 

neral field, and I am sure that it would be just as applicable to 

enate Joint Resolution 67. 

Senator Dopp. That is what I thought also. 

Governor Risicorr. I would say it is probably an oversight on their 
part. 

Senator Dopp. Did you have any questions, Mr. Fensterwald ? 

Mr. Fensterwap. Senator Case, I understand that you have an- 
other engagement that you have to attend. 

Senator Case. Yes, I do. I have another committee that has been 
in session now for the last three-quarters of an hour. 

Mr. Fensterwatp. In that case, I would like to forego any ques- 
tions at this time. 

Senator Dopp. Thank you very much, Governor, for your contri- 
bution. I hope we can find an equitable solution to this problem. 

Thank you again for coming here today. 

I might say that Senator Case, of New Jersey, is the author of this 
resolution, Senate Joint Resolution 67, and I am a cosponsor with 
him. I am very anxious, and I know the other members of the sub- 


committee are, to hear from you on this resolution this morning, 
Senator Case. 
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STATEMENT OF HON. CLIFFORD P. CASE, U.S. SENATOR FROM THE 
STATE OF NEW JERSEY 


Senator Case. Thank you, Mr. Chairman. 

Mr. Chairman, I have a prepared statement which, with permission 
of the subcommittee, I would like to submit for the record. At this 
time, I would like to make a few brief remarks and I am prepared to 
answer any questions you might wish to ask. 

Senator Dopp. Without objection, Senator Case’s prepared state- 
ment will be included at this point in the record. 

(The document referred to follows :) 


TESTIMONY PREPARED FOR DELIVERY BY SENATOR CLIFFORD P. CASE 


Mr. Chairman, I am here today because I believe that the double taxation 
borne by New Jersey residents who work in New York State or Philadelphia is 
grossly unfair. 

First, I want to thank you and the other members of the subcommittee for 
your courtesy in granting us a hearing on Senate Joint Resolution 67. I also 
want to express special appreciation to Senator Kefauver, as subcommittee 
chairman, who has been particularly helpful and understanding of our problem, 
and brought our case to the attention of the subcommittee. 

With Senator Dodd, I introduced Senate Joint Resolution 67 on March 5, 1959. 
I realize, of course, that other proposals are also pending in Congress to elimi- 
nate double taxation borne by residents of States which do not themselves levy 
income taxes. 

Our proposal for a constitutional amendment would do away with this unfair 
burden. Senate Joint Resolution 67 proposes an amendment to the Constitution 
of the United States to limit the power of States and their political subdivisions 
to tax the salaries and wages of nonresidents. 

New Jerseyans who work in New York pay New York State income taxes on 
their New York earnings. New Jerseyans working in Philadelphia pay a wage 
tax to that city. At the same time these New Jersey residents pay their full 
share of the cost of New Jersey’s State and local governments. 

If New Jersey had an income tax New York would grant reciprocal exemption 
from its income tax to New Jersey residents working in New York. But New 
Jersey has no income tax and New York gives no recognition to the various 
property and other taxes by which New Jersey residents support their own State 
and local governments. So these New Jersey residents bear a double burden. 

Realistically, the amendment proposed by Senate Joint Resolution 67 may 
take, at best, years to accomplish. The laws of 33 States now provide for taxes 
on the income of nonresidents. A constitutional amendment, as a remedy, takes 
time for approval. It must be ratified by three-fourths of all the States. 

Mr. Chairman, it is becoming increasingly apparent that few, if any, real 
concessions will be made by either the State of New York or the city of Phila- 
delphia toward appreciably lessening the burdens of double taxation borne by 
New Jerseyans. Today, New Jersey residents who pay the New York income tax 
cannot take the same deductions as New Yorkers. The result is New Jerseyans 
pay higher taxes to New York than New Yorkers on the same amount of income. 

The head of the New York State Tax Commission has admitted publicly there 
are “obvious inequities” in the treatment accorded 174,000 New Jersey residents, 
as compared with a New Yorker’s ability to itemize deductions and thus pay 
a smaller tax than New Jerseyans. Governor Rockfeller’s new tax law in- 
creases from $500 to $1,000 the flat sum New Jersey residents may claim in lieu 
of itemized deductions. New Jersey tax consultants are continuing to explore 
with New York and Connecticut the possibilities of further improvements. 

New ways may be sought to prevent New York from taxing New Jersey resi- 
dents working in New York in a different manner than New Yorkers are taxed. 

But, Mr. Chairman, the income tax against nonresidents itself is unjust. The 
tax itself is at the center of the problem, not simply the degree to which New 
York permits New Jerseyans working in New York the same deductions as New 
York residents are allowed. 

And New Jersey does have a way in which it can take action itself. The 
results might be much quicker than by amendment of the Federal Constitution. 

I recently asked Governor Meyner and State Senator Dumont, who is chairman 
of the Commission on Out-of-State Taxation of New Jersey residents, to consider 
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that New Jersey levy on nonresidents a tax upon the income they earn in New 
Jersey. This tax would not apply to residents of our State. 

So long as New York requires New Jerseyans who work there to pay for the 
services rendered them by New York, surely it is fair that the 50,000 New York 
residents who earn their living in New Jersey pay for the services which they 
receive from New Jersey. 

Any such law should provide for exemptions for residents of those States which 
provide reciprocal exemptions for residents of New Jersey who work in their 
States and for residents of States without income taxes. This might well bring 
about the desirable result of having each State limit its taxation to its own 
residents. 

Consideration should also be given to dealing, within a similar framework, 
with the situation faced by South Jerseyans who now are required to pay the 
Philadelphia wage tax. We can hardly expect the New York State government to 
give up voluntarily and without any quid pro quo the $23 million New York 
State now gets in income tax from New Jersey residents working in New York. 
Nor can we expect Philadelphia voluntarily, or without quid pro quo, to give up 
the $2 million it collects from the 22,000 New Jersey residents who work in that 
city. 

The reciprocal exemption of New York residents from a New Jersey income tax 
on nonresidents working in New Jersey might well constitute sufficient quid 
pro quo. If it did not, the State of New Jersey would at least be better off 
by the amount of income taxes it collected from New York residents. All New 
Jerseyans would benefit in the reduction in the amount they would otherwise have 
to pay for the cost of their State and local governments. 

I recognize that some may argue that a New Jersey tax upon nonresidents only 
would be unconstitutional. I know of no authoritative decision on the legality of 
such a tax. I believe, however, that in the circumstances, for New Jersey to im- 
pose an income tax only upon the income earned within New Jersey by non- 
residents surely would be neither capricious nor arbitrary. I feel quite confident 
it would be held constitutional. 

At my request, the American Law Division, Library of Congress, explored this 
point. In its study, it found that on occasion, in sustaining the levy of a 
specific tax against nonresidents at a higher rate than is imposed upon residents, 
the Supreme Court has evaluated the economic burden cast upon residents by 
the entire array of domestic taxes to which they are subject. In two cases, the 
Court concluded that the severity of this obligation nullified any advantage to 
the residents from the collection of a single tax in a manner which might appear 
discriminatory to nonresidents. This is the same general point which I have 
stressed in my proposals to Governor Meyner and Senator Dumont, although I 
should add here that no instance has been found in which the Court has em- 
ployed this approach to sustain a tax levied exclusively upon nonresidents 
(Travellers’ Life Ins. Co. v. Connecticut (1902) 185 U.S. 364, 371-372; Maxwell 
v. Bugbee (1919) 250 U.S. 525, 541-543). 

As I have indicated, if we are successful in securing the adoption of Senate 
Joint Resolution 67, the problem of double taxation for our New Jersey resi- 
dents will have been solved. It may be helpful here to outline some of the 
problems encountered in drafting this resolution and the basis on which they 
were resolved. 

One is the problem of legal residence as opposed to domicile. For example, 
a person may qualify as a resident of a State while he is actually domiciled in 
another, and perhaps also has a place of abode in still another. The tax laws 
of some States define a resident for tax purposes as either (1) a person domiciled 
in the State on a certain date, or (2) a person who maintains a place of abode in 
the State for a certain number of months per year. 

The resolution recognizes this problem, and limits the power of a State, in 
taxing salaries and wages, to persons who are domiciled in the State at some 
time during the tax period or who reside in the State for at least one-half of 
the tax period. 

Other problems arose as to the types of income to which the limitation should 
apply. While the basic proposal could apply to income derived from all personal 
services (such as the income derived by a proprietor or partner from a business 
or profession which is primarily one of furnishing personal services), it is 
evident that its application and enforcement on this broad scale would lead 
to a number of practical problems. Thus, my resolution would apply the limi- 
tation to salaries and wages paid to an employee by his employer. I believe 
that the limitation stated in that fashion would reach the vast majority of 
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cases in which it is inequitable for a State to tax the income received for per- 
sonal services rendered within the State by nonresidents. 

Many States apply a tax on salaries and wages (both of residents and non- 
residents), not only for general revenue-raising purposes, but also to implement 
particular State laws, such as unemployment insurance. It was felt desirable 
to exclude this type of State taxation from the limitation which would be 
imposed by section 1 of the proposed amendment to the Constitution. Section 2 
of the proposed amendment contains such an exclusion, but only if the proceeds 
of the State tax are used to provide benefits for which all persons who are subject 
to the tax may become eligible to receive. 


The complexities of the situation are readily apparent from this discussion. 
I believe the removal of this discrimination—the elimination of the burden of 
double taxation—is worth the effort. 

Senator Case. It is a great satisfaction to me to be able to appear 
here in behalf of Senate Joint Resolution 67 for many reasons, not 
the least of which is the fact that you, Mr. Chairman, and I are the 
cosponsors of it. 

I want to express also especial appreciation to Senator Kefauver, 
who has been particularly helpful in understanding our problem and 
who has brought our case to the attention of the subcommittee. 

There are other proposals pending to deal with this double taxation 
problem, and we have no pride of authorship particularly, but there 
are some special provisions of our resolution which meet special prob- 
lems in this field. I will explain those to you briefly in just a moment. 

First of all, I don’t want to go over the same ground covered 
already so very well by yourself and Governor Ribicoff, our former 
colleague in the House. But it is simply grossly unfair that. resi- 
dents of New Jersey or Connecticut who work in Philadelphia and 
in New York State and Massachusetts, should be subject to double 
taxation as they are now. 

It just doesn’t make sense that they should pay taxes to New York 
and these other States on their New York and other State earnings, 
and then should have to pay, as they do, the entire cost of your State 
and my State’s local governments. 

As Governor Ribicoff pointed out, if we had income taxes in our 
States, New York and the other States would grant reciprocal exemp- 
tions, but we do not have them, and we should not be forced to have 
them, since the taxation systems we have seem better able to meet our 
problems. 

We should not be obliged to choose between double taxation of our 
residents and meeting our own tax needs in our own way. It is also 
true, Mr. Chairman, that no real concessions, at least up to now have 
been, or are going to be made by the State of New York or the city 
of Philadelphia toward appreciably lessening the burden of taxes 
borne by New Jersey citizens. 

The New Jersey residents can’t take the same deductions as New 
York’s can from the State income tax, and that has been pointed out 
by the Governor of Connecticut as applying to taxation of Connecti- 
cut residents by New York State. There have been discussions, as 
Governor Ribicoff has said, on an agreement to eliminate some of these 
so-called inequities. They are inequities, indeed. 

It may be that further negotiations will result—and I hope they 
will—in a more equitable treatment between New York and New 
Jersey and New York and Connecticut residents in regard to the deduc- 
tions permitted by the New York State income tax payable by citizens 
of your State and mine. But, the point is really not that we want a 


= = 


oe ee | 


a «606AOlC ee OOlC CUS 


man tet @ t.4 fed 


per- 


non- 
ment 
rable 
d be 
ion 2 
ceeds 
bject 


‘sion. 
an of 


pear 
. hot 
> the 


iver, 
and 


ition 
here 
yr’ yI )- 
nent, 
‘ered 
rmer 
resi- 

and 
ruble 


Y ork 
ings, 
State 


1 our 
emp- 
have 
t our 


f our 
; also 
have 
s city 
taxes 


New 
d out 
necti- 
1s, as 
these 


they 
New 
educ- 
hizens 
‘ant a 


TAXATION BY STATES OF NONRESIDENTS 19 


fairer treatment under the New York State income tax law. It is the 
application of the New York State income tax to your residents and 
mine that is in itself unfair and unjust. 

It involves double taxation, no matter how much equality in the 
operation of that tax may be improved. That, I would suggest, is 
very unlikely to be taken care of by any action between the States 
themselves. It is difficult indeed to ask New York and its political 
leaders, the Legislature and the Governor, to make any concessions 
without quid pro quo to residents of other States. 

New York now collects something like $23 million a year from New 
Jersey residents. That is not hay, Mr. Chairman. It is not easy for 
the Governor and the Legislature of New York to give that up just 
as a gesture of good will. We have a real responsibility, I think, 
here in the Senate and in Congress to attempt to deal with this situ- 
ation and that is the reason for the resolution that you and I have 
proposed. 

I would like briefly to describe a couple of the provisions of the 
resolution which are distinct from the other resolution, Senate Joint 
Resolution 29. Our resolution deals, I believe, a little more artisti- 
cally with the matter of definition of a resident. It would define a 
resident, for tax purposes, as a person domiciled in the State on a 
certain date. 

No. 2, it would define a person who maintains a place of abode in 
the State for a certain number of months each year. 

We limit somewhat the application of the proposed constitutional 
amendment in that we would make it apply only to taxation of 
salaries and wages, and I think that this probably is a more workable 
attack upon the problem than the broader one which would be pro- 
vided by the other resolution. 

These are the two major differences between the two resolutions, 
and, while I am sure you, like me, have no pride of authorship in this 
and it is a matter in which our minds are open, at least our suggestion 
is perhaps the better one at the moment as far as we are concerned. 

Senator Dopp. Let me interrupt you. My fear on the other resolu- 
tion, for example, is that if this were passed and adopted, we would 
be faced with the very severe question, for example, of the collection 
c unemployment insurance taxes? I do not know how we could do 
that. 

Senator Case. That is right. 

Senator Dopp. I don’t know how we would do it without having the 
unemployed pay it. 

Senator Case. You are right, Mr. Chairman, and I should explain 
the further difference on that point. 

Our resolution exempts from the limitation on double taxation so- 
called taxes imposed for the particular purpose of providing benefits 
to which all persons paying them are equally eligible and that was 
intended to, and we believe it does, meet the problem you suggest. 

Mr. Chairman, I would like to emphasize my deep agreement with 
Governor Ribicoff in his answer to Senator Dirksen when he re- 
sponded to the question as to usefulness of Congress on this resolution. 

First of all, it is helpful that we are having these hearings. I used 
to be a commuter myself to New York for many years. I worked 
there, paid taxes to New York, and I didn’t realize how inequitable 
it was until long afterwards. This condition is something that has 
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sort of grown up. The unfairness hasn’t come to the fore. It is com- 
ing to the fore, I think, in great part because of activities that you 
and I and our colleagues from other States, as well as the people in 
the legislatures in our States and our Governors, have taken to apply 
it and bring it to the attention of the American people. 

We are trying to show its unfairness and also, as the Governor 
pointed out so well, the increasing complexity of the problems of ad- 
ministration that this kind of taxation that is now involved brings 
about, and the hearings give us a chance to further explore these differ- 
ences, these inequities, and in themselves they are useful for that 
purpose alone, Mr. Chairman. 

But, beyond this, I would hope that the subcommittee, recognizing 
as I do, that ratification by three-quarters of the States of this Nation 
may take a very long time, should not let that possibility prevent 
favorable recommendations on this resolution because the recommen- 
dation and the final report by this subcommittee will, in itself, be 
enormously helpful in the education of the public and the people of 
New York and their leaders and people of other States that have these 
income taxes. 

If this matter is made clear to everybody in all of its ramifications, 
manifestations, and inequities, we will eventually get relief. Of that 
I am sure. 

Senator Dopp. Before you leave that point, Senator Dirksen was 
concerned about whether or not anything could be accomplished by 
adoption of a constitutional amendment. I think forces greater than 
congressional influence are at work here and I am sure that you will 
agree. 

“For example, Massachusetts now has a railroad employee who lives 
in New Hampshire, but whose duties take him into Massachusetts; 
and the Massachusetts authorities pro rate the taxes according to the 
number of miles of railroad in Massachusetts as against the total 
number of miles on the individual’s run. 

Well, now, think of what this may develop into. If you can tax 
a railroad employee, what do you say about an airline pilot or 
steward or stewardess? What about a truckdriver? Every State 
they pass over or drive through can levy a tax, pro rata, under the 
Massachusetts theory. 

This would result in absolute chaos in this country. I think that 
we have a right to say that these hearings will do more than just point 
up a situation. I think they will point out that taxes of this kind are 
ridiculous and absurd. 

Senator Case. I fully agree with you, Mr. Chairman, and it is 
good to have you as a coworker in this good cause, because not only of 
your understanding of the problem, but of the position that you are 
fortunately able to occupy on this subcommittee. 

I am happy, indeed, that you see this matter so clearly and, as deter- 
mined as I am that we should do something about it, I would like to 
comment parenthetically, Mr. Chairman, if I may, briefly on another 
phase of the matter. 

Senator Dopp. Certainly. 

Senator Casz. It was touched upon by Governor Ribicoff in answer 
to a question. 
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I have proposed to our Governor and our legislature that New 
Jersey consider very strongly the enactment of an income tax upon 
nonresidents of New Jersey working in New Jersey. 

I proposed in that connection that reciprocal exemptions be permit- 
ted to residents of those States which allow exemptions to residents of 
New Jersey working in their States. The New Jersey tax would not 
apply to residents of States which have no income taxes. r 

f think it is fair that this should be done, certainly so long as New 
York imposes an income tax upon New Jersey residents working in 
New York. It is not unfair. It is more than fair that New York 
residents working in New Jersey should be subject to similar taxation. 

Now, it is true that two wrongs don’t make a right, but I think 
it is really very helpful that the power to take this action should be 
fully recognized by everyone, because that, in itself, is an additional 
reason, I believe, why we may get more quick action upon some kind 
of general solution which, of course, is the most desirable. 

Pending that, and if there should be a long delay, is there any 
reason in the world why New Jersey as a whole, all of its residents, 
should not have their tax burden reduced as New York’s tax burden 
has been reduced by a reasonable tax on income earned in their States 
by the nonresidents. 

This is not a matter before the subcommittee, but I feel very strongly 
that this is both equitable and useful and a very important demon- 
stration that we are not merely asking mercy. We have in our power 
to do the same thing that New York has done and some of the other 
States. 

Senator Dopp. This isa retributive tax. 

Senator Case. I don’t like to think of it as such, Mr. Chairman. 

First, I think the most desirable thing is to eliminate taxation of 
nonresidents as far as their salaries, income, and wages are concerned. 

I would hope this could be done by constitutional amendment. It 
could be done by the States through agreement, but they are difficult 
to make without a clear justification to their own citizens, because of 
political differences, and more difficult than submission to a constitu- 
tional amendment. 

Generally, if this is not done, or pending its being done, why should 
your State and mine, Mr. Chairman, for example, not have burdens 

aid by our residents reduced as the residents of New York have their 
urdens reduced by taxation on nonresidents? 

Senator Dopp. Wouldn’t this be a further contribution toward a 
situation where, if every State acted against neighboring States, we 
would have chaos? 

Senator Case. I don’t regard it as retributive. I would provide 
for specific exemptions. This would be the quickest way to accom- 
plish the elimination of inequitable taxation. 

Senator Dopp. I find it difficult to accept this theory on the basis 
of threat or retribution. You wouldn’t favor a general system of 
State taxing of the income of nonresidents, would you? 

Senator Ease, On the contrary, I favor a general system of States 
not taxing. 

Senator Dopp. The only reason for suggesting that we tax the resi- 
dents of another State is to punish them for taxing us, is it not? 
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Senator Case. No, Mr. Chairman, it isn’t that. 

There are two phases of this that ought to be brought out, and I am 
glad your question makes it possible for me to do that. 

In the first place, the amount of revenue to the State, the amount of 
tax paid to the State and used for its governmental purposes is very 
clearly involved. It can only be paid by the people. The amount 
that New Jersey has to pay for its services is now entirely paid by New 
Jersey residents who, in addition, have to pay part of the cost of oper- 
ating New York State. 

Now, New Jersey ought to have a contribution against that because 
our services to our people are lessened. The possibility of providing 
better service is great and New Jersey certainly needs them in many 
fields. Education is just one of them. 

If this additional source of revenue is used for this purpose, one 
which will make it unnecessary to burden further these doubly bur- 
dened taxpayers of ours, and so many of whom are working in New 
York as they do, this is a very real and practical thing. It is not 
retributive or vindictive or vengeful at all, Mr. Chairman, but a very 
practical equality that we are trying to get at. 

Senator Dopp. I haven’t been here very long, but I have noted in the 
Senate that if one is against a piece of legislation, he tries to make it 
as unpalatable as possible and thereby be sure that you defeat it. Now, 
is this philosophy behind your position ? 

Senator Case. It isn’t in my mind, Mr. Chairman. 

Senator Dopp. To make everybody so sick of taxes ? 

Senator Case. If we have to take that route, we may have to take 
it. I hope we shall not. But, pending the time when action is taken 
on the basis of fairness and equity and commonsense, if this should be 
long delayed, I, myself, frankly, as a New Jersey resident, resent 
the fact that we can’t have as good schools or other services in New 
Jersey due to the fact that a great part of our taxpaying public is 
paying double taxes and we can’t fairly take more than New Jersey 
needs. 

I think that is the fair way to put my purpose, Mr. Chairman. 
Here is a demonstration, Mr. Chairman, that we are not lyin 
naked to our enemies, if you will, in the form of being cuboid, 
without any power to do anything about it, against New York. I 
don’t like to put it in the latter term, but I will say it is necessary, 
perhaps, for the Government leaders of New York to be able to point 
to their citizens and say, “Look, this is not only fair and right, it is 
just a matter of commonsense, because otherwise we may be subject 
to very great difficulties and our residents in substantial numbers 

may have to pay double taxation also.” 

So, that is fair in substance. It is also a matter of just plain good 
business as far as we are concerned. 

Thank you, Mr. Chairman. I believe I have no further comments to 
make on the point. 

I want again to say that it is a great pleasure and privilege to be 
associated with you in this very worthwhile project, and I stand ready 
to come before the subcommittee and produce information or witnesses, 
if need be. 

Our Governor, I understand, is going to testify before these hear- 
ings are concluded this morning. There is no difference of opinion 
whatever so far as the objective is concerned between any of us, your 
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State and mine, and I think increasingly the work of this subcommittee 
is going to bring about an understanding throughout the country that 
will make possible, in the not too distant future, a fair and equitable 
solution to this problem. 

Senator Dopp. Thank you, Senator Case. We are very grateful to 
you. 

“ Mr. Counsel, do you have any questions ? 

Mr. Fensterwatp. Yes, Mr. Chairman, I have two very brief 
questions. a 

If I read Senate Joint Resolution 67 correctly, it would eliminate 
double taxation with respect to residency. It would still allow taxa- 
tion by the State of domicile as well as the state of residency. If a 
person living in Iowa wished to maintain a voting residence in New 
Jersey or New York, the latter States could continue to tax him on 
his income earned in Iowa. 

Senator Case. I think that is a fair interpretation of that provision. 
I am sure my colleague, the Chairman, would agree. This was put 
down in a fashion mainly to be quite definite about it, to call attention 
tothe problem which is the most difficult one. 

Mr. FeNnsTerwatp. The second question I had was whether you 
had any comment to make on arguments that have been made against 
this bill or similar bills at various times to the effect that it would 
cause even more of an emigration to the suburbs. For example, it has 
been argued that as long as States that neighbor on the metropolitan 
area of New York do not have income taxes, and if their citizens were 
not subject to the metropolitan tax, the result would be a greater urban 
dislocation that exists. 

Senator Casr. I would doubt that this is a serious matter. I have 
not had occasion to study the situation in the States, both of which 
have income taxes, and where there was reciprocity, where they join 
each other. 

I cannot believe that the elimination of inequities is going to be 
much of a factor here. Generally speaking, people cannot just pick 
up and leave like that. If a man has a job in New York, he just can’t 
get the same type of job, necessarily, as easily in Connecticut or in 
New Jersey. 

This is a matter which is determined on many of the factors much 
more important than this one, I think. 

Mr. Fensrerwawp. That is all. Thank you, Senator. 

Senator Dopp. Thank you very much, Senator Case. 

Mr. FensTerwA.D. Is Mr. George H. Harmon here ? 

Mr. Harmon. Yes, sir. 

Mr. FENsTERWALD. Would you come forward, please, sir? 

Please give us your name, address, and any organization that you 
may be representing. 


STATEMENT OF GEORGE H. HARMON, NATIONAL CHAIRMAN OF 
THE COMMITTEE TO OPPOSE NONRESIDENT STATE INCOME TAX 


Mr. Harmon. My name is George Harmon. I am from Kingston, 
N.H., and I am representing the Committee To Oppose Nonresident 
State Income Taxes. 

Senator Dopp. Mr. Harmon, we are glad to have you here and you 
may proceed with your statement, if you have one. 
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Mr. Harmon. While I speak, a New Hampshire man languishegs 
in a jail in Massachusetts without the benefit of a hearing or a trial, 
unable to be released on bail, or unable to be freed on a writ of habeas 
corpus, and his crime is that he objects to nonresident income taxation, 

I have the following as a prepared statement and I would like to 
read it, Mr. Chairman. 

Senator Dopp. You may proceed, Mr. Harmon. 

Mr. Harmon. As the national chairman of CONSIT (Committee 
To Oppose Nonresident Income Tax), I have in 3 years heard many 
arguments against the nonresident type of taxation. I have also 
heard some arguments on behalf of it. However, in my opinion, the 
most frightening aspect of the problems involving this taxation is the 
trend. 

In 1919 people believed that this type of taxation was wrong but 
the Supreme Court with reservations upheld a State’s right to apply 
such taxes. Forty years have passed and a general trend has been 
established with respect to mode of living and application of these 
taxes. 

In 1919 very few people carried on their yearly activities in more 
than perhaps two or three States. Today it is reasonable to expect 
many individuals to work in more than 10 of the States. 

I would like to give one example. This man is a contract engineer 
with an established residence in California and working for a Cali- 
fornia organization. During the year he is transferred temporarily 
to the Philadelphia office of his company and then assigned to a job 
in Delaware. His temporary residence near his work in Delaware 
happens to be in Maryland. The man is now liable to the income tax 
laws of California, Philadelphia, Maryland, and Delaware. This is 
only one case. It is easy to imagine the plight of many airline pilots, 
railroad personnel, truckdrivers, ballplayers, entertainers, and 
salesmen. 

If you are in any of these or similar categories, you are theoreti- 
cally liable for that portion earned within the confines of the political 
subdivision. However, the taxing officials can be arbitrary and es- 
tablished what they believe to be your tax. Under some circum- 
stances it is nearly impossible to appeal these decisions and if you 
argue in the States of Massachusetts or Vermont you can be thrown 
in jail with no right to bail or even those rights retained by the most 
hardened criminal. 

In applying this tax in the States of Georgia and Vermont, the 
nonresident can actually be taxed for work performed in his home 
State. I use the example of a man with two jobs one of which is in 
his home State and the two providing the same income. This man 
would be denied one-half of his normal exemptions as a nonresident 
because he has other income. Thus, he is paying more tax based on 
earnings in his own State. 

With the exception of New York State, these taxes are not very 
profitable. The reciprocity clauses which, incidentally, do remove 
many injustices, also create a situation where a lot of expense is 
taken by the State with no return. South Carolina is now surrounded 
by income-taxing States. With complete reciprocity there is no in- 
come by the nonresident provision of its tax law. 

What are the future trends? If these taxes are continued to be 
added every individual may have to pay at least seven different income 
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taxes if he happens to live near a border and work across it. He will 
have his resident city tax and his nonresident city tax. He will have 
his resident county tax and nonresident county tax. He will have his 
resident State income tax and nonresident State income tax. His 
seventh tax liability is his Federal income tax. If he travels through 
other States, the situation becomes impossible to even consider. 

One other trend is that involving the use of money derived from 
State income taxes. This was a small portion of all tax revenue 
within a State and used primarily for Government functions. The 
trend has been toward use for special services offered to residents and 
reduction of other types of taxation. 

A State could derive all its revenues from income taxes and elimi- 
nate all other tax responsibilities for their residents and cause undue 
burden upon residents of adjoining States who support their Govern- 
ment by other means. 

These are some of the reasons why the entire CONSIT organiza- 
tion desires the adoption of a resolution such as Senate Joint Resolu- 
tion 29 and Senate Joint Resolution 67 to amend the Constitution to 
eliminate nonresident income taxes. 

I thank you, Mr. Chairman, for the opportunity of appearing here. 

Senator Dopp. Thank you very much, Mr. Harmon, for your very 
good statement. It points up even further the very acute need for 
some remedial action, probably by way of a constitutional amendment. 

It does not seem to us that there is really any effective way except 
by constitutional amendment. The Governor of my State was here 
and gave an excellent statement, and he stated that the Governor of 
New York and the Governor of New Jersey have been talking with 
him about this and they hope they can relieve the local situation 
somewhat. I wonder if you will agree that actually we are faced 
here with a great national problem and sooner or later every State 
inthis Union will be affected. 

While the emphasis now is in certain areas soon all will be affected 
toa greater or lesser extent. 

Do you agree with that? 

Mr. Harmon. I agree with that, and it may be of interest to note 
that in our organization, we have members in 29 States, some apply- 
ing the taxes, and there is considerable interest, particularly in the 
States of Washington on the Oregon border and in Tennessee on 
many of its seven borders. 

Senator Dopp. By the way, does your organization have any 
chapters ? 

Mr. Harmon. Yes, we do. 

Senator Dopp. In every State? 

Mr. Harmon. No, we don’t have them in every State. 

Senator Dopp. In most States? 

Mr. Harmon. We have memberships in 29 States. About six of 
them are large enough to have a chapter established. 

Mr. Fensterwaup. Could you tell us in which of the States you 
have chapters ? 

Mr. Harmon. We have them in New Hampshire. We have an un- 
registered one in Massachusetts for very obvious reasons at the pres- 


ent time. We have them in Rhode Island, Connecticut, New Jersey, 
and Tennessee. 
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Mr. Frenstrerwawp. Do I gather that your organization would pre- 
fer a complete prohibition on the taxation of nonresidents rather than 
the elimination of what you described as the inequities? 

Mr. Harmon. We are opposed to the nonresident income taxes 
and believe that the only way to eliminate the inequity is to eliminate 
the entire tax. 

Mr. Frensrerwatp. Do you have any preference between Senate 
Joint Resolution 29 and Senate Joint Resolution 67 ? 

Mr. Harmon. My personal thought is that it should be a combina- 
tion of the two; Senate Joint Resolution 29 covers the subject of elimi- 
nating the State income taxes, but does not include the elimination of 
the taxes such as in Philadelphia, or other cities of Pennsylvania; and 
the special taxes in Ohio and Missouri. 

Mr. Fensrerwap. In other words, you would say that Senate 
Joint Resolution 29 is preferable ? 

Mr. Harmon. I would add, “other political subdivisions.” 

Mr. Fenstrerwavp. You would like to put that language specifical- 
ly in the amendment ? 

Mr. Harmon. I would suggest it. 

Mr. Fensrerwap. Could you tell me roughly how many people 
from the State of New Hampshire are subject to out-of-State taxa- 
tion and in round figures the amount of money involved in income 
taxes paid to other States? 

Mr. Harmon. I cannot give any exact figures on New Hamp- 
shire. 

I do understand there are about 4,000 persons affected by the Massa- 
chusetts nonresident income tax, and I believe it is in the neighbor- 
hood of 2,500 affected by the Vermont income taxes. 

I use that figure very loosely. The amount of taxes paid by all 
States to Massachusetts is in the neighborhood of $600,000, but 
that includes people from Maine, New Hampshire, Rhode Island, 
Connecticut, New York, and Vermont. 

Mr. Fensrerwavp. All of the surrounding States? 

Mr. Harmon. Yes, all of those States amount to about $600,000. 

Incidentally, I understand there was an item in the New York 
Times wherein it was quoted that New Hampshire paid $600,000, 
but that is in error. It is the total tax of $600,000. The average tax 
to Massachusetts is an average of $50 per individual that could be 
computed when applied to 4,000 people as roughly $100,000 in taxes. 

Mr. Fensterwavp. You think under the Massachusetts law there is 
an inequity (similar to that under the New York law) whereby your 
residents are actually charged more tax on the same amount of wages 
in Massachusetts ? 

Mr. Harmon, There are several ways in which an individual is 
taxed more than a resident even under the Massachusetts law, but the 
Massachusetts law is not as bad asthe New York law. 

Massachusetts allows the individual either the short form or long 
form.and similar deductions. 

Mr. Fensterwavp. Has your organization considered other alterna- 
tives to.a constitutional amendment? Are there other plans you have 
advocated to solves these inequities ? 


Mr. Harmon, Yes, weshave. We have suggested meetings of the 


Governors, and that has been accomplished, especially with New 
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York; and now Governors Ribicoff and Powell are very active in 
discussions on this subject in the New England Governors Conference. 

We have attempted to follow the procedures of the Council of 
State Governments. That is, through the Interstate Cooperation 
Commission, in an effort at least to eliminate some of the injustice. 
We believed that that situation was working out, particularly in the 
case of New Hampshire and Massachusetts, but when it got to a point 
where it seemed that everything was being ironed out, Massachusetts 
changed tax officials and the agreements reached with the previous 
tax commissioner were no longer binding. 

Mr. Fensrerwavp. Could you tell us whether the New Hampshire 
Legislature has actively considered enacting an income tax for the 
purpose of getting some type of reciprocal agreement with the sur- 
rounding States / 

Mr. Harmon. There has been no active application of such a tax. 
I do have information that perhaps they will try that sort of action, 
but nothing has been definitely done as of now. 

Mr. FeNsterwAvp. In the absence of an income tax, what are the 
major sources of revenue for the State of New Hampshire / 

Mr. Harmon. New Hampshire derives—I think that that would 
be probably better answered by the Governor of New Hampshire who 
is appearing tomorow on this. Iam not fully qualified to answer the 
question, but I can give you some ideas, if that is what you want. 

Mr. Fensrerwavp. Are there New Hampshire taxes which are ap- 
plied to nonresidents, such as gasoline taxes or sales taxes or other 
means of raising revenue which would be applicable to someone from 
Massachusetts / 

Mr. Harmon. We have taxes on gasoline and if a motorist of any 
State buys it, of course, he pays the tax. 

We have a racetrack with parimutual betting and any resident or 
nonresident who bets pays the tax in that form. 

We also have State liquor stores where our alcoholic beverages are 
sold and the revenue from that is a State revenue, and, if a nonresi- 
dent buys his alcoholic beverages at one of these stores, he is paying, 
in essence, a State tax. 

Mr. Fensrerwatp. Do you have a general sales tax in New 
Hampshire / 

Mr. Harmon. There is no general sales tax in New Hampshire. 

Mr. FeNnsrerwab. The Federal income tax is applicable to salaries 
and wages of nonresident aliens; and I wondered if your organization 
would think that, if an amendment such as Senate Joint Resolution 29 
or 67 were adopted, we should change the Federal income tax law 
with respect to aliens to make it more consistent with internal taxation / 

Mr. Harmon. Our basic intention is to keep within the United 
States; and we have not looked into the problems outside of that 
jurisdiction, 

Mr. Fensterwawp. So, you would see no inconsistency in taxing 
aliens, nonresident aliens, who do pay Federal income taxes at. this 
time ? 

Mr. Harmon. There may be some inconsistency, but we have not 
considered it. 


Mr, Fensrerwarp. That is all the questions. 
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Senator Dopp. I would like to know your view with respect to the 
suggestion Senator Case made. Were you here when Senator Case 
gave his testimony ¢ 
~ Mr. Harmon. Yes, I was. 

Mr. Fensterwavp. He thought it might be wise for a State to im- 
pose an income tax on the residents of New York who work in New 
Jersey. 

How do you feel about such a program ? 

Mr. Harmon. Of course, it basically runs against my intention of 
eliminating completely nonresident income taxes, but it would point 
up one thing, in my opinion, and that is that the nonresident is not 
being taxed even now in accordance with previous Supreme Court 
decisions. 

I refer to Schaffer v. Carter and Travis v. Yale and Towne Manu- 
facturing Co., where it was stated that a nonresident should not 
be taxed more onerously than a resident and that is the reason why it 
is stated that a tax only on nonresidents would be unconstitutional. 

However, as pointed out here today, New York is taxing Con- 
necticut and New Jersey people as much as 45 percent more than their 
own residents. The line has been broken. It doesn’t seem to matter 
how far you goafter that. It could go to any limit. 

Senator Dopp. Thank you very much, Mr. Harmon. 

Mr. Fensterwatp. Is Mr. Richard Senter present ? 

Mr. Senter. Yes. 

Mr. Fenstrerwap. Will you come forward, please? Let us have 
your name, address, and whatever organization you represent. 


STATEMENT OF RICHARD W. SENTER, KINGSTON, N.H. 


Mr. Senter. My name is Richard W. Senter. I live in Kingston, 
N.H. I was secretary of a special commission created by Governor 
Dwinell in 1956. Iam here to present the views of that committee and 
also my own views as a private citizen of New Hampshire. 

Mr. Fensterwatp. Thank you. Would you proceed with your 
statement, please ? 

Mr. Senter. Thank you. 

If it would please the committee, I would like to have the com- 
ments here in general inserted in the record. They are rather lengthy 
and unless the committee would wish me to read all of these—— 

Mr. FensTeRwALD. You may proceed in any way you desire, sir. 

Mr. Senter. Thank you. 

As a citizen of New Hampshire, I am affected by the Massachusetts 
nonresident income tax. I have seen the problems that this type of 
tax causes. At the present time some States are fighting one another 
due to this problem. No, not with guns, but with resulting animosi- 
ties that can be corrected in only one way. 

An incident that happened recently involved a New Hampshire resi- 
dent who was arrested by Massachusetts authorities. Massachusetts 
contends that this man is delinquent in the payment of nonresident 
income taxes. He was put into jail in Massachusetts without the 
benefit of trial or hearing, and with no recourse of being freed from 
jail by the posting of bail. 

The only way this man can be freed is by paying the tax to Massa- 
chusetts. Although he contends he does not owe the tax. 
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This type of taxation is a vicious enemy to our country and our 
way of life. It works to divide the States, rather than to unite them. 
It is taxation without representation in a major form. It has spread 
from State to State not as a real revenue-raising tax, but because 
this was a way for one State to retaliate against another State who 
was already applying this type of tax. 

Figure it out—when all States have this law, who gains? About 
all it amounts to is an added expense for the extra bookkeeping for 
each State. Let’s have free movement of workers between the States. 
If a State must levy a tax on income earned, they should levy such 
tax on the residents of its State, those who receive the benefits derived 
from the taxation. 

Mr. Fensterwap. I might ask you, Are the reports inaccurate in 
stating that the man refused to post bail ? 

Mr. Senter. They are inaccurate. He was never able to post bail. 
In fact, the tax commissioner of Massachusetts and secretary of state 
of Massachusetts said that under this 174-year-old law which they 
used to put this man in jail, he is not bailable. There is some con- 
fusion and, if I may, I should like to correct it to show where the 
confusion came from. 

Under the law, this gentleman, according to the Massachusetts au- 
thorities, can get out on bond. Now I would like to explain what they 
mean when they say this man can get out on bond. 

If this gentleman puts up bond in the way that they term the 
bond, it guarantees the taxpayment, the payment of taxes that Massa- 
chusets says he owes to the State of Massachusetts, in 30 days, whether 
or not this man is brought to trial or has a hearing. 

That is the bond. 

Now, do you want me to go further to tell you happenings that are 
going on today ? 

Mr. Fensterwaxp. Yes, I think it might be helpful to the subcom- 
mittee. 

Mr. Senter. As I understand it today, the attorneys are appearing 
before the Suffolk Superior Court in Massachusetts at which time it 
is felt that Judge Smith will set bond. However, this bond now is 
a different type of bond than Massachusetts said could possibly be used 
in this situation. 

This bond, we are quite sure, would not be able to be turned over to 
Massachusetts for at least 114 years, at which time it is expected that 
this case could go on up to the Supreme Court of the United States. 

I would also like to tell you about a gentleman who lives right next 
door to me in New Hampshire. He is employed by a major airline 
company in this country, and he is now required to log the minutes 
that he flies over Massachusetts. He has to turn them in and pay his 
tax on the amount of minutes that he is flying over the State now, and 
he flies over a good many States. 

I would say that this is coming to the point of being ridiculous 
and has to be corrected, whether in this way or some other way that 
learned men can find. 

Mr. Fensterwavp. Is this by time rather than by mileage? As I 
understand it, in the case of railroad workers, they work it out for 
the number of miles that the line runs through the State. 

You say the airlines are doing it by minutes? 

44708—59-—-3 
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Mr. Senter. Yes, rather than by mileage. In fact, the Tax Com- 
mission of Massachusetts has come out with so many varieties of ways 
for the people to figure their taxes, that it is just plain difficult and 
almost impossible to do. If you look at the interpretation of the tax 
that was put out by former Tax Commissioner John Dane, Jr., you will 
find that when a person is working on a salary, when he wor ks: any part 
of the day in Massachusetts, that ‘day shall be considered as a half-day 
of work in Massachusetts. And yet, now they come out and say that 
if a man flies over their State, whether he starts from it or not, he has 
to log the minutes and pay on that basis. 

Mr. FrensTeRWALp. Well, an airline pilot flying from New York to 
Los Angeles might cover 12 or 15 States. Do you think that under 
this same theory he could be taxed by all 15 of those States, if they 
had income taxes ? 

Mr. Senter. If I understand the law, he would have to file if he flew 
a certain amount over these States and if he earned any taxable income 
and he would have to pay his tax. 

Senator Dopp. Do you say that Massachusetts has actually estab- 
lished a regulation and procedure for collecting such a tax from a 
airline pilot? ? 

Mr. Senter. You understand me correctly, sir, and in addition to 
his paying the tax in the normal manner, it is being removed from his 
salary before he receives it. 

Senator Dopp. Withheld? 

Mr. Senter. That is called withholding. 

Senator Dopp. By the airline? 

Mr. Senter. That is right. 

Senator Dopp. When was that imposed? When was this standard 
established, and the method of collecting the tax established ? 

Mr. Senter. As far as the airline pilot is concerned, sir, it was 
established after the withholding. 

Senator Dopp. This year? 

Mr. Senter. That is right 

Senator Dopp. In 1959? 

Mr. Senter. Yes. 

Senator Dopp. Do you know whether or not any similar tax has been 
imposed on truckdrivers? 

Mr. Senter. Yes, I do, sir. The similar tax is imposed on truck- 
drivers, or anyone who comes into the State in any form whatsoever 
and is carrying on employment in any way and is receiving a wage. 

Senator Dopp. Thank you. I want to make that clear for the record. 

Mr. Fensterwatp. Would you like to proceed, sir? 

Mr. Senter. I believe my testimony has been completed. I didn’t 
want to read all of these expressed objections and recommended solu- 
tions by individuals, and so forth. I thought they would take up a 
lot of the subcommittee’s time. However, I do think they are very 
important. They could go into the record. 

Senator Dopp. Well, we are very grateful to you. Your testimony 
has been very helpful to the subcommittee. 

I want to thank you on behalf of the subcommittee for your taking 
the time to come here. 

Mr. Senter. I am very pleased to have been here, sir. 
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(Mr. Senter’s statement is as follows :) 


(The following is the testimony to be presented by Mr. Richard Ww. Senter, of 
Kingston, N.H., to the U.S. Senate Subcommittee of the Judiciary. This testi- 
mony is on behalf of the special committee erected in December 1956 by the 
Governor of New Hampshire. It was the function of this committee to study 
the application of nonresident income taxes upon New Hampshire residents. 
In addition, Mr. Senter is testifying as a citizen of New Hampshire and the 
United States. ) A : 

As secretary of this special committee, I had the experience of hearing testi- 
mony at public hearings scheduled and conducted by this committee. These 
hearings were held in New Hampshire, as follows: Salem, January 18, 1956; 
Charlestown, January 25; Nashua, February 1; Lebanon, February 7; and 
Hampton, February 13. The following comments regarding the application of 
these nonresident taxes are a composite of items determined by the committee 
and expressions of individuals: 


1. COMMENTS ON VERMONT TAX 


1. New Hampshire residents are essentially the only individuals taxed as non- 
residents by Vermont, since residents of New York and Massachusetts receive 
abatement for payment of State taxes. 

9. There is very poor distribution of information regarding preparation of 
tax form. 

38. Nondeduction of Federal income tax increases maximum tax payments for 
part of income to 9814 percent of earnings. 

4. There is exemption for income derived from Vermont building and loan 
associations, but no similar allowance for similar New Hampshire facilities. 

5. Vermont State employees and teachers deduct retirement payments and 
pensions, while New Hampshire residents are not allowed to deduct retirement. 
payments or pensions. 


6. Non-Vermont establishments comply with Vermont withholding provisier 
of tax deducting from New Hampshire residents salary or wages. 


2. COMMENTS ON MASSACHUSETTS TAX 


1. The income-tax form requires that an individual furnish information that 
does not apply to the tax regarding such subjects as previous domiciles. 

2. On a joint return with business income a spouse must declare earnings in 
other States and so may be taxed. 

8. There is very poor distribution of information regarding filing and paying 
taxes. 

4. It is sometimes not possible to obtain forms. 

5. The 1955 tax form required payment on earnings outside of Massachusetts 
(p.4 of instructions for form 1A—NR). 

6. Partial payments of tax are accepted by Massachusetts. 

7. Abatement has been granted in the case of overpayment. 

8. Nonresident employees are required to determine what portion of their 
wages were earned in Massachusetts and are taxable, and what portion was 
earned outside the State and not taxable. This condition requires a consider- 
able amount of time and causes an uncertainty on the part of the taxpayer. 

9. Deductions are not allowed for children unless they live at home. 


3. EXPRESSED OBJECTIONS TOWARD THIS TAX 


The New Hampshire affected individuals emphasized many ways in which they 
believed their basic rights were infringed. They insisted that the tax was not 
fair, nor just, nor in accordance with the basic moral principles upon which our 
country was founded. <A compilation of these views follows: 

1. Individuals have no recourse by way of representation in the governmental 
bodies which enacted the tax law. 

2. The money paid is not for the taxpayer's benefit. 

3. The taxpayer cannot determine the use of the revenue. 

4, The taxpayer gets no educational benefits for his children from the State 
applying the tax. 


5. The taxpayer is not afforded complete police protection as a result of pay- 
ing the tax. 





32 TAXATION BY STATES OF NONRESIDENTS 


6. The taxpayer is not given aid upon becoming aged, sick, or infirmed by the 
State applying the tax. 

7. The taxpayer is not afforded judicial aid. 

8. The tax places a restriction on a person’s right to choose his trade or 
profession. 

9. The tax places a restriction on a person’s inherent right to work. 

10. The direct expense of more than one government is placed upon the ip. 
dividual. 

il. The tax is imposed without the consent of the affected individuals. 

12. In the collection process threats are made toward individuals, to enforce 
the law without recourse by the individuals. 

13. The Vermont tax is placed upon more moneys than ever received by the 
taxpayer since the Federal income tax is not deductible. 

14, The tax is applied for the reason for obtaining revenue from individuals 
for the privilege of working within the State applying the tax, yet the same 
tax is applied to its own citizens who derive their income from another State, 


4. RECOMMENDED SOLUTIONS BY INDIVIDUALS 


Many solutions to the problem were offered by persons attending the public 
hearings. A proportion of these constituted either illegal action or impractical 
ideas. However, some of the suggestions might warrant further investigation 
and action. 

Retaliatory type recourse by both individuals and the State seemed to be 
presented most often along the Massachusetts border. The restraint of trade 
between the States might involve more loss of revenue than could be obtained 
by collecting the tax. Refusal by the people to pay even if jailed might also 
be too expensive for Massachusetts. Refusal to cooperate in other interstate 
matters was a constant suggestion. 

Along the Vermont border the point was presented that a New Hampshire 
income tax with reciprocity provisions would mean no relief from taxes but 
would at least give them to the home State. This, however, would provide 
a double tax on those individuals working in Massachusetts and would also 
tax all New Hampshire people. 

An interstate compact to have these tax laws repealed was requested. This 
might be arranged through agreements of the Governors or through the Inter- 
state Cooperation Commission. 

It was also proposed that this situation be further studied by the highest 
courts of the land to possibly reverse previous decisions based on recent Supreme 
Conrt decisions relative to interstate commerce. 


5. SUGGESTED ACTION 


It is the opinion of this committee that action should be considered to relieve 
the persons affected by the nonresident income tax. Suggested action which 
might effect this relief would include: 

1. An agreement between the States obtained through the Interstate Co- 
operation Commission to eliminate the personal taxing of residents of one 
State by the other. 

2. An interstate compact arranged by the Governors to eliminate non- 
resident income taxation. 

3. Instructions be prepared for introduction by the Federal Representa- 
tives and Senators of legislation to outlaw nonresident provisions under 
income tax laws. 

As a citizen of New Hampshire I am affected by the Massachusetts nonresi- 
dent income tax. I have seen the problems that this type of tax causes. At the 
present time, some States are fighting one another due to this problem. No— 
not with guns, but with resulting animosities that can be corrected in only 
one way. An incident that happened recently involved a New Hampshire resi- 
dent who was arrested by Massachusetts authorities. Massachusetts contends 
that this man is delinquent in the payment of nonresident income taxes. He 
was put into jail in Massachusetts without the benefit of trial or hearing, and 
with no recourse of being freed from jail by the posting of bail. The only way 
this man can be freed is by paying the tax to Massachusetts. Although he con- 
tends he does not owe the tax. 

This type of taxation is a vicious enemy to our country and our way of life. 
It works to divide the States, rather than to unite them. It is taxation without 
representation in a major form. It has spread from State to State not as @ 
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real revenue-raising tax, but because this was a way for one State to retaliate 
against another State who was already applying this type of tax. Figure it 
out—when all States have this law who gains? About all it amounts to is an 
added expense for the extra bookkeeping for each State. Let’s have free move- 
ment of workers between the States. If a State must levy a tax on income 
earned, they should levy such tax on the residents of its State, those who re- 
ceive the benefits derived from the taxation. 

Senator Dopp. Our next witness will be Governor Robert B. Mey- 
ner of New Jersey. 

It is good to see you here this morning, Governor Meyner. I know 
of your great interest in this matter of taxing non-residents, and I 
know of your work in New Jersey and in the whole area of New Jer- 
sey and Connecticut in trying to resolve these difficulties through con- 
ferences with the governors of your neighboring States. We are 
very pleased that you have come here this morning, and we are 
anxious to hear your statement. 

I might explain to you, Governor, that I have been presiding here 
because Senator Kefauver is occupied with another subcommittee. 
We all seem to have so many committees to attend, and I believe the 
other members are all at committee hearings. So please understand 
it is not for lack of interest, but rather because of the heavy burden 
of committee work right now, that more of the subcommittee members 
are not here. They will all read the testimony, I assure you. 


STATEMENT OF HON. ROBERT B. MEYNER, GOVERNOR OF THE 
STATE OF NEW JERSEY 


Governor Mrynerr. I want to assure you I appreciate this oppor- 


tunity, and Senator Kefauver’s secretary made sure that I got here. 
I have been afforded many courtesies by his office, and I can under- 
stand thoroughly his inability to be here. 

Mr. Chairman, members of the subcommittee, it is appropriate to 
appear before this distinguished subcommittee on the day which has 
become known throughout our Nation as Income Tax Day. Not too 
many years ago, it coincided with the Ides of March, but the forbid- 
ding significance of that date happily does not apply to April, in 
which the ides do not fall on the 15th. 

The effect of State income taxes on nonresidents is a troublesome 
one, with many aspects of plain injustice. Most of the technical 
aspects fall outside the scope of the two proposals to amend the Con- 
stitution of the United States which are before you. I will not ex- 
plore them except as may be essential to a proper understanding. 

It would be of little help to talk about the fine points of existing 
law. The decisional law in our highest court is too meager to dis- 
play any distinct pattern of policy. Besides, we are concerned with 
what the law ought to be, in reason, in fairness and in justice, and 
not with what it seems to be today. 

There is an important point to be kept in mind: the nature and 
degree of the injustices of existing income tax laws imposed by the 
States will vary considerably—not only according to what is in those 
laws, but also according to the number, proximity and relationship 
of the nonresidents upon which their heavy impact falls. 

There are some States with income tax laws, I am sure, where 
population is thin and where there are not great clusters of residents 
of other States who daily work within the taxing State. I am sure 
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that Arizona, for example, whose entire population is less than that 
of Essex County, N.J., has relatively few daily commuters from 
California, Nevada, Utah, Colorado or New Mexico. The same js 
doubtless true of Montana, Oregon, Idaho and Utah with respect to 
their bordering States. 

Very much different, however, is the nature and degree of the prob- 
lem in my State, where some 155 000 or more New J ersey oe 
mostly just across the Hudson River, felt the impact of about $23 
million in taxes levied on their incomes by the State of New York in 
1957. 

These people are close together; they are very close to New York, 
and they have an intimate relation to New York, because they commute 
there and work there. In such circumstances the injustice of the tax 
law shows sharp and clear, and its aggregate mass is large. 

It is sometimes said that they have no basis for complaint, because 
they do not have to work in New York. This is not a valid argument; 
it is only a convenient one. Manhattan Island has become a work 
center, and a vast number of people commute daily from Long Island, 
from Westchester County, from Connecticut, and from New Jersey, 
These areas happen to be residential, suburban areas surrounding New 
York, and working in New York is not a purely voluntary matter, 
The point is that the work must be done there, and the selection of a 
residence depends largely on what is available and within a person’s 
means. 

It would be a great help toward a solution if many of these offices 
were moved across the river to New Jersey. It would reduce the im- 
pact of New York’s income tax, and largely resolve the interstate 
commuter problem. But I doubt that New ak would regard this 
as a solution. 

I do not think any but a few of these people contend that they should 
not be subject to the New York income tax at all. They spend there 
some 8 hours, or about one-third of each working day, and it is no 
doubt fair, since their fellow workers who live in New York must pay 
income tax that they should also contribute a fair share to the cost of 
government. But it will never be understood, nor will it ever be satis- 
factorily explained, why the New Jersey resident, with exactly the 
same income, exactly the same family, and exactly ‘the same expenses 
as his New York counterpart, should be expected to pay a tax about 
45 percent higher merely because he lives across the river. It will not 
do to say that the courts of New York have concluded that this is 
legal, or that the U.S. Supreme Court would not review that ruling, 
in Goodwin v. New York. 

In fact, while it is clear that the New Jersey resident in fairness 
should pay an income tax to New York when he earns his living there, 
it is also perfectly obvious that the amount should be somewhat less 
than he would pay on the same facts and figures if he and his family 
lived in New York. 

I do not suggest that the amount of his tax should be directly re- 
lated, for example, to the number of hours he spends in New York. 
Taxation for general revenue cannot be rested solely on a quid pro quo 
theory, else families with many children in school and small incomes 
would be called upon to pay more in taxes than families with no chil- 
dren and large incomes. 
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Yet, in considering the relative fairness of the manner in which a 
eneral tax operates upon a resident as compared to a nonresident, 


the facts of life do not permit the quid pro quo concept to be entirely 


discarded. It must be given some weight, else the burden of taxation 
will weigh more heavily on the nonresident. No reasonable notion 
of fairness can tolerate this. 

We know, for example, that a very large share of the tax revenues 
in a State like New York is devoted to the building and operation of 
public schools. We know, too, that there is no real relation between 
that activity and the presence of the nonresident at his job. Another 
substantial part of a State’s tax revenues is used for roads, highways, 
bridges, and other public works in all parts of the State, and these 
have little, if any, relation to the nonresident who commutes across 
the river to work. 

On the other hand, we also know that the nonresident commuter 
maintains the same family facilities, and bears the same family bur- 
dens, as the New Yorker does. He will have, by and large, local taxes 
on his residence; he will have medical expenses, sometimes extraor- 
dinary; he will pay registration fees and gasoline taxes on the fam- 
ily auto; he will pay Federal taxes on his telephone and telegraph 
messages; he will contribute to charity; he will have the expense of 
interest, as on mortgage loans, and, we hope, premiums on some life 
insurance. 

None of these may he ordinarily itemize as deductions in comput- 
ing his income tax. He is permitted only a standard deduction in 
most cases. When the New Jersey resident is permitted to itemize 
his allowable deductions, the only ones he may have are (1) contri- 
butions to New York charities and (2) business expenses. For the 
average wage earner, this permission is meaningless because he is 
unlikely to have business deductions and because all his charitable 
contributions—let alone only those to New York charities—are un- 
likely to equal the standard deduction. This system favors the 
wealthy taxpayer who will form a family foundation in New York, 
make his deductible contributions to it, and have the foundation dis- 
pense his charity wherever he wants it. 

Until this year, the standard deduction was 10 percent of income, 
with a maximum of $500. This year, the maximum was increased 
to $1,000, which can ‘only benefit those with incomes over $5,000. 
Even this apparent benefit is wiped out, however, by a lowering of 
the personal exemptions. A single person used to have a $1,000 ex- 
emption, and a married couple or a head of a family, $2,500, plus $400 
for each dependent. This year, these were reduced to $600 for each 
taxpayer and dependent, and the “head of family” category was elim- 
inated. In addition, the extra deduction formerly allowed for chil- 
dren in college has been canceled. 

Aside from the increases in rates at the top brackets, nonresidents 
will have still higher tax bills than before, and the inequities of the 
system have been aggravated. To illustrate, a married person with 
two children and an income of $5,000 would have had a flat deduction 
of $500 and exemptions of $3,300, leaving taxable income of $1,200. 
The tax on this was 2 percent on the first ‘$1, 000 and 3 percent on the 
$200, for a total of $26. This year, the same nonresident taxpay er 
will have the same flat deduction of $500, exemptions of only $2,400, 
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and taxable income of $2,100. The tax on this, at the same rates, is 
$53, or more than twice the former tax. 

Modern America is a Nation in movement. It is especially true in 
the New York area that State borders have little effect upon the actiy- 
ities and habits of our people. This is as it should be. Yet, the 
present form of the New York income tax operates to impose an 
artificial premium on mobility of population. It represents a policy 
of taxing whatever the law allows, so that the citizens of New York 
may have the benefit of excessive taxes imposed by that State upon 
its neighbors. If this is within the letter of the Constitution, it is 
not within its spirit. 

Last year, following a discussion among the Governors of New 
York, Connecticut, and New Jersey, each named a member of an in- 
formal committee to review the problem and submit proposals. Un- 
fortunately, the New York member, through misunderstanding, issued 
an independent report with his individual conclusions, without having 
sought the views of his fellow members about his report. I think he 
tried to be impartial. Yet, his report displays a perhaps unintended 
emphasis, not on the simple justice of the problem, but on the dollars 
which New York would lose by one method of adjustment or another. 
He conceded the injustice, it is true, but he concluded that the fairest 
solution was that which reduced the injustice by the least amount. 

The present Governor of New York was quoted early in February 
of this year as having said that at some time the problem of the tax 
treatment of nonresidents has to be examined with real understanding. 
On the same day, a bill was introduced in the New York Legislature 
which would have allowed nonresidents the same deductions as resi- 
dents but only in an amount proportional to the ratio of their New 
York income to their total income. While by no means a full solu- 
tion, this represented an encouraging start. 

The legislature of the Empire State, however, concluded its sessions 
for this year before Easter and has gone home until 1960. It took no 
action on this initial step toward a remedy. 

The Governor of New York has since then said to me that he is 
deeply concerned about the injustice, and intends to see that action is 
taken—next year. 

To a lesser degree—though by no means less important to those 
affected by it—we have the same problem with respect to Pennsyl- 
vania, where the city of Philadelphia imposes a wage tax. The Phil- 
adelphia problem is especially acute because it involves, among others, 
cepidente of New Jersey who commute across the river directly to the 
Navy Yard, without passing through or into any other part of the 
city. They are Federal employees, working on Federal property, and 
not only have they been subjected to a city income tax or wage tax 
whose relation to them is most obscure, but they have been subjected 
to physical arrest and to penalties as the result of their natural effort 
to protest this inequitable treatment. It is legal, we are told. Some 
small basis can be found as justification in legal theory for the impo- 
sition of the tax, no matter how small the basis or how large the tax. 
But it is too much like the fable about letting the camel put his nose 
under the tent to accord with reasonable notions of justice and fairness. 

We do not know accurately what Philadelphia’s revenue is from 
this exaction. It is not suggested that the revenue is a trade secret, 
so it may be fair to infer that the amount is embarrassingly high. 
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Some mention should be made of reciprocity provisions. New 
York, for example, allows a nonresident a direct credit against his 
income tax for amounts paid to his home State by way of income tax 
only, provided that State allows a similar credit to New York resi- 
dents. This provision is a delusion. The three major States border- 
ing New York, namely Connecticut, Pennsylvania, and New Jersey, 
from which the bulk of the nonresident commuters come, do not have 
income taxes as a matter of their own policy. Consequently, the reci- 
procity credit is meaningless. 

Dean William Warren of the Columbia Law School, who has served 
as New Jersey’s consultant on this problem, suggests that a truly sin- 
cere reciprocity provision would be one that allowed a proper credit 
for general taxes paid in the home State, whatever their nature. In 
New Jersey, that basic tax is the real property tax. We have so far 
been able to function without an income tax. We ought not to be 
compelled to change our own taxing methods to be accorded the same 
treatment given to the resident of a State having an income tax. 

In about 2 weeks, I understand that the nonresident taxation com- 
mittee of the National Conference of Attorneys General will issue a 
report containing what is the first comprehensive survey ever made 
of the statutory provisions of the States as to the taxing of nonresi- 
dents. It will contain useful tables showing the variations in inci- 
dence of State income taxes, the exemptions and deductions allowable, 
the tax credits permitted, and the various reciprocity provisions in 
use. I am sure that the report will be of great assistance to this 
committee. [See appendix A to these hearings. | 

What should be done about these problems? There is a real risk 
that our Federal system will fail unless proper standards are estab- 
lished. Any serious conflict between the States tends toward break- 
down of the Federal system, just as surely as import barriers and 
burdens on interstate commerce would. Until such standards are set, 
there must be comity and a disposition to work out these mutual prob- 
lems. ‘There must be greater weight given to the elements of justice 
and fairness than to the fiscal effect of justice. Present attitudes tend 
to dilute the value of negotiations, no matter how sincere, because the 
parties are not on equal terms. One does net have to “give up” any- 
thing; the other is supposed to be eternally grateful for each morsel. 

Retaliatory legislation is not a good solution. New Jersey has no 
desire to retaliate against its neighbors. That course invites quar- 
rels, litigation, and counterretaliation. Our Nation was not built on 
such a poor foundation. Our greatest pride is in those solutions to 
problems which the States have cooperatively resolved. 

With retaliatory measures obviously excluded, I think both the 
other courses should be followed. Efforts to bring light upon the in- 
justice must continue as they have perhaps the greatest likelihood of 
achieving some approach to correction, however small. So, too, efforts 
to place all on equal terms by a suitable amendment to the Constitu- 
tion should not cease merely because the road is long and steep. 

Of the two specific proposals before you, there is not a great deal 
that can be said by way of specific comment. The problem of con- 
structing a fair national standard of control, to be applied uniformly 
inall places as paramount law, is not an easy one. 

Thus, the proposals of the Senators from New Hampshire, which 
are in Senate Joint Resolution 29, forbid the levy of a tax on income 
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derived from wages, salaries, professional fees, and other compensa- 
tion for personal s services of any natural person who is a nonresident, 
This approach leaves the State free to reach income from business, 
from property, and, in fact, from all other sources which the State 
may lawfully reach. It has difficulties, of course, as its drafters no 
doubt realize. It is open to some uncertaint y in depending on the 
term “not a resident.” In one case, where the facts could not support 
any findings of residence, it might be unfair in not allowing any tax 
at all. In another, one who is ‘domiciled in another State and who 
has a residence within the State for a short period, as during vaca- 
tion, might be subjected to the full tax. These are difficult problems 
to resolve equitably. 

The other proposal, Senate Joint Resolution 67, introduced by the 
Senior Senator from New Jersey, attempts to meet that problem. It 
forbids a tax on amounts received as compensation for services ren- 
dered to an employer by a natural person unless he is domiciled within 
the State for some part of the period, or, if domiciled elsewhere, re- 
sides in the State for at least half of the period for which the tax is 
imposed; and it limits the prohibition by allowing the tax to be im- 
posed if its proceeds are used only to provide benefits which all per- 
sons are eligible to receive. 

This approach offers a solution to the problem of the terms “domi- 
cile” and “residence.” However, it may be too narrow in applying 
only to compensation paid by an employer. Thus, those who do 
their work in the partnership form of enterprise would be denied 
the justice of the remedy. The permission as to taxes used only for 
certain purposes is probably intended to prevent exclusion of unem- 
ployment taxes, for example, but its generality, as well as the lack of 
any well-defined body of law on the subject, may give difficulty. 

I would have some hesitancy about being too specific in the matter. 
The marvel of our Constitution and the genius of its drafters lie in the 
comparative rarity with which amendments have been necessary, al- 
though it spans our history from the days of the colonies, and has 
gover rned countless problems in the growth of the Nation. 

Perhaps the wisest course would be an amendment expressing fun- 
damental policy, and reposing its implementation in the Congress. 
It could impose the duty upon the Congress to establish by law uni- 
form standards to be met by State legislation imposing income taxes 
on natural persons who are not resident or who are not domiciled, 
within the State; it could express the policy that the standards should 
guard against the i imposition of undue burdens of such taxation, taking 
into account the lesser benefits of government received by the class, 
while permitting a fair degree of taxation upon their incomes. 

The facts will surely change from time to time and place to place. 
What seems fair and just today may be incongruous tomorrow. If the 
object is clearly expressed, the Congress can provide the needed 
flexibility. 

Senator Dopp. Governor, that. is a very splended statement and very 
helpful, and I think there will be interest in your suggestion with 

respect to the constitutional amendment. 

You may very well have a better solution than has thus far been 
suggested and the suggested general amendment may be a better way 
to do it. I think none of us think we have arrived at. the definitive 
answer. 


thi 
kil 


an 


fr 


Sa- 
nt. 
BSS, 
ate 
no 
the 
ort 
tax 
vho 
ica- 
ems 


the 

It 
ren- 
hin 
re- 
Xx is 
im- 
per- 


ymi- 
ying 
» do 
nied 

for 
em- 


k of 


tter. 


slass, 


lace. 
f the 
eded 


very 
with 


been 
‘ way 
1itive 


TAXATION BY STATES OF NONRESIDENTS 39 


I think you will find the subcommittee will give a lot of attention to 

your suggestion. 
“ I also noted with great interest your attitude with respect to the 
so-called retaliatory tax. I think I have read about your views prior 
to your statement here today. I cannot speak for the subcommittee, 
but, for myself, I feel that you are on the right ground. 

Senator Case, who was here, made a very excellent statement about 
this whole problem, and he feels there is some justification for this 
kind of tax. I think you will agree that this will only make for chaos 
and more injustice. 

It does not seem to solve anything. That is your attitude, I gather 
from what you said here this morning. 

Governor Meyer. Yes, it is. And I do believe that if, for instance, 
Congress had the power to act in these premises, many of the States 
might be a little more receptive to the idea of writing equitable 

rovisions in their existing tax laws. 

Senator Dopp. To give an idea of how far this situation has pro- 
gressed, we learned Massachusetts does actually impose a tax on an 
airline pilot for the number of minutes that he spends flying over the 
Commonwealth of Massachusetts. 

And, of course, there is also a tax which the States impose on truck- 
drivers on a mileage basis, and railroad employees on a mileage basis. 

Some have suggested that this whole effort, this hearing and the 
work of this subcommittee, may be in a sense futile because it appears 
on the record now, that some 30 States have a State income tax. It 
is almost certain that a constitutional amendment will not be adopted 
when it is required that three-fourths of the States approve it. 

I do not think it follows at all that the 30-odd States that have 
State income taxes which they levy on nonresidents will refuse to 
approve a constitutional amendment which will actually help them 
and help everyone else at the same time. 

Governor Meryner. I agree with you, Mr. Chairman, whole- 
heartedly. 

Senator Dopp. Counsel, do you have some questions? 

Mr. Fensterwavp. I have only two brief questions. 

Governor, you mentioned Dean Warren as a consultant for New 
Jersey on this problem. Has he made a formal report to you, and has 
it been made public at this time? 

Governor Mryner. It has not been made public, but I could con- 
sult with him as to whether he would think it fitting to make it avail- 
able to the subcommittee if you are interested. 

Mr. Fensterwavp. It has been my intention to ask the subcommittee 
to include in the written record of these hearings Mr. Tannenwald’s 
reports from New York, and I think it would give more balance to 
include Mr. Tannenwald’s report. 

Governor Mryner. Well, he and Roswell McGill prepared a re- 
buttal or an analysis of Tannenwald’s suggestions, which were sent 
to Governor Rockefeller, and they have not been publicized. But I 
could confer with Dean Warren. He lives in New Jersey and is dean 
of the Columbia Law School. Roswell McGill has a New York office; 
he used to be at the law school and is presently a resident of Connec- 
ticut. I think both of them might be willing to subscribe to the 
statement and turn it over to the subcommittee. 
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Mr. FrensterwALp. We would like to include it, if the Govenor 
would like to send it. 

Senator Dopp. Yes. 

(Subsequently the report was received and it, along with the Tan- 
nenwald report, are published as appendix B to these hearings.) 

Governor Meyner. I might say further that I have very com- 
petent personal counsel, and the Attorney General, who is a member 
of this committee I was referring to, and if they can be of any assist- 
ance in gathering any information, I would er that you would let 
me know and I would be glad to make that available. 

It seems to me we need a broad perspective, rather than the narrow 
perspective of an administrator—not that nays do not do a terrific job 
in their various tax departments, but very frequently they are just 
looking at the dollars and cents that are coming in and not looking at 
the overall picture. 

Senator Dopp. As I listened to you, I thought about restraint of 
commerce in the early days of this country. 

This is what plagued the Colonies under the Articles of Confedera- 
tion, the imposition of trade barriers, revenue impositions. We are 
now turning back to this same problem area in the form of income 
taxation by the States on nonresidents. 

And that is why I find it difficult to accept the suggestion of Sen- 
ator Case. I am afraid that retaliation by New Jersey, if it should 
take place, would lead to a worse situation; each one would take 
punitive measures against the other, and the people will be chewed up 
in the process. 

Governor Mryner. I must say it appears attractive to certain peo- 
ple who have had this burden of sitting along side of a person in an 
office and finding that they pay 30, 40, and 45 percent more than the 
fellow who sits next to them, and then they get so much less from 
the State where they are working. 

Senator Dopp. What you are saying is that you can understand the 
aggravation. 

Governor Mreyner. The next thing we are going to have is retalia- 
tion from them, and we are going to be in general turmoil. 

Mr. Fensterwa.p. I have one further question, Governor. 

Do you think there is substance to the objection which has been 
raised to the proposed amendments that they would cause further 
urban dislocation by a greater flight to the suburbs and to States 
where there is no income tax? 

Governor Mryner. Frankly, I do not think so. I think that while 
these amounts are substantial, they are not imposed to such an extent 
that the cities or the States could not operate without them. 

Mr. Fensterwa.p. In other words, if I understand you correctly, 
if one of these amendments were passed, and if New York could not 
impose its tax upon people from New Jersey and Connecticut, you do 
not think there would be a large group of additional people, who live 
and work in New York, moving their residences into those States 
that do not have income taxes? 

Governor Meyner. No; I donot think so. 

Mr. Fensterwacp. That is all I have. 

Governor Mrrner. There are still many ways by which New York 
City and New York State can reach nonresidents in all forms of taxes. 





nor 


TAXATION BY STATES OF NONRESIDENTS 41 


They have used the sales tax; they have used excise taxes of various 
sorts. I think that is the problem. 

We in New Jersey use a property tax, and New York uses an income 
tax, and they won’t give us credit for what our taxpayers have paid 
just because it is not what they said it should be, and this is terribly 
unfair. 

Senator Dopp. I think it is good to point out here, too, that all of 
this tends to reduce respect for taxing power and tax collection. 

We in this country have been very fortunate in that people have 

nerally accepted, and accepted in a very good spirit, tax collection. 

Il in all I think it can be said of us that our people have willingly 
paid their taxes, feeling they were getting in return really valuable 
services. 

Now this could be destroyed and no tax system can last very lon 
which does not enjoy the kind of confidence that our people have had. 
It is more than a historical fact that we have always made a great 

oint about representation so far as taxes are concerned. We have 
said down through our history “no taxation without representation.” 

Weare grateful to you, Governor Meyner, for coming and testifying. 

Governor Mryner. I certainly appreciate the courtesy you and 

our associates have afforded me. Thank you very much. 

Senator Dopp. Thank you, Governor Meyner. 

Mr. Fensterwap. I suggest that we adjourn until 2:30. 

Senator Dopp. The subcommittee will stand adjourned until 2:30 
this afternoon. 

(Whereupon, at 12:15 p.m., the subcommittee was recessed until 
2:30 p.m. the same day.) 

AFTERNOON SESSION 


Senator Dopp. We are very pleased to have here this afternoon a 
distinguished Member of the Senate with whom I have had the privi- 
lege of serving in the House of Representatives, the Senator from 
New Jersey, Senator Williams. 

Senator Williams. 


STATEMENT OF HON, HARRISON A. WILLIAMS, JR., A U.S. SENATOR 
FROM THE STATE OF NEW JERSEY 


Senator Witu1ams. Thank you very much, Mr. Chairman. I am 
grateful for the opportunity to express my views on the unfair taxa- 
tion imposed by one State on the citizens of another. I want to 
commend the subcommittee for such early and thorough considera- 
tion of this problem which is of grave concern to those of us who 
are Members of this body and, of course, to the people we represent. 

I have a prepared statement that I would like to have included in 
the record. 

Senator Dopp. Senator, you may read it or do as you want with it. 
We should like to hear whatever testimony you may give us. 

Senator Wuu1aMs. I thought if I could just summarize the state- 
ment and add some additional materials, if I could, to the record at 
this point. 

Senator Dopp. Allright. Your prepared statement will be printed 
at the conclusion of your testimony. 








42 TAXATION BY STATES OF NONRESIDENTS 


Senator WittiamMs. I have some editorials here that I would like 
to submit, one from the Newark Sunday News of April 5, 1959, 
entitled “Wanted: Reciprocity.” 

Senator Dopp. Yes. That will also be included at the conclusion 
of your testimony. 

Senator Wiiu1ams. And there are two others that I would like to 
include, if I could. 

Senator Dopp. They will also be included at the conclusion of Sen- 
ator Williams’ testimony. 

Senator Wuu1ams. A Sunday Newark Star-Ledger editorial en- 
titled “A Boo-Boo In Massachusetts?” 

Senator Dopp. The same ruling with respect to that as the others. 

Senator Wixtu1aMs. Also from the Newark Star-Ledger an editorial 
entitled “How Many More Aprils?” And finally an article by Frank- 
lin Gregory of the Newark Star-Ledger that analyzes the discrimina- 
tion under the New York taxing provisions as it affects a New Jersey 
resident who works in New York. The article is called “Tale Of Two 
Citizens: How Peter Helps Paul Pay Taxes.” 

Senator Dopp. That also will be included at the conclusion of Sen- 
ator Williams’ testimony. 

Senator Witu1ams. To summarize my feelings about the problem 
before the subcommittee today, 1 know that the subcommittee is con- 
cerned only with those resolutions which directly propose a constitu- 
tional amendment intended to limit the power of States to tax nonresi- 
dents’ income. 

Senator Dopp. Senator, we are also interested in any suggestions 
that anyone has to make. While we did list as the order of business 
these two amendments, we want to hear about any other suggestions or 
proposals which anyone has to make. So don’t feel limited to these 
two. 

Senator Wiu1ams. Fine. Well, I certainly support the general 
principle of the need for a constitutional amendment as the ultimate 
answer to taxation of nonresidents and the only sure way of eliminat- 
ing the friction and difliculty between States arising out of the taxation 
of nonresidents. 

I am afraid that as Governor Meyner said this morning, it is a long, 
steep hill that we must climb to get a constitutional amendment ac- 
cepted. 

Senator Dopp. Yes. 

Senator WixuiaMs. In the interim there will continue, of course, the 
discriminating practices that we now see in some States unless some- 
thing is done immediately and more expeditiously. It is because of 
the difficulty of adopting a constitutional amendment and because of 
this continuing discrimination, that five Members of the House of 
Representatives from New Jersey and I have suggested another idea 
that I would like to speak of for a moment. 

Senator Dopp. I wish you would. 

Senator Wixi1aMs. The measure that I have introduced here in the 
Senate is S. 991. It is a bill granting the consent of Congress to the 
several States to enter into compacts providing for the uniform tax 
treatment of nonresidents. I believe that this measure (granting the 
consent of Congress to the States to enter into compacts) offers im- 
mediate hope that the States with an attitude of comity and coopera- 
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tion will move in the direction of the elimination of the discriminary 
aspects of the taxation of nonresidents. 
his difference between the immediate objective and the long-range 
goal is well expressed in a letter which I received from Mr. Mort Pye, 
associate editor of the Newark Star-Ledger in reply to a letter I wrote 
tohim. Hesaid in part: 
Editorially we have concentrated on the discriminatory aspects of the tax— 


and I should say parenthetically he was referring to the New York 
State tax of nonresidents— 

rather than the justification for the practice of one State taxing another. 
While there are arguments that can be presented pro and con for taxing out- 
of-State commuters, we feel there is no reasonable basis at all for denying the 
out-of-stater the deductions and allowances granted the New Yorker and there- 
by forcing the out-of-State resident to pay even a heavier tax than the person 
who lives in the State. Iam glad to see that your bill— 


here he is referring to S. 991— 


calls for uniform treatment of residents and nonresidents. I think this meas- 
ure, since it is based on simple justice for all, should elicit more support than 
those bills which call for an end to all out-of-State taxation. I think the pro- 
posal for a constitutional amendment as a long-range goal and an end to the 
tax inequities as an immediate goal is the soundest approach. 

That is the end of the quotation from the letter dated April 10, 
1959. 

Senator Dopp. Would you like that letter placed in the record? 

Senator Wiiurams. I think the quotation is sufficient. There are 
other personal aspects to it. 

Senator Dopp. Isee. Very well. 

Senator WitiiaMs. Toward the immediate goal of trying to elimi- 
nate the discrimination the States should try—with the consent of 
Congress—to get together and work out a nondiscriminatory taxing 
scheme. ‘This is the harshness which is particularly acute for New 
Jersey residents working in New York—I am sure it is comparable 
to the harshness felt by Connecticut residents working in New York, 
too. The crux is that we aren’t allowed the same deductions as New 
Yorkers, and relatively, we are paying a heavier and higher tax 
than New York residents themselves. 

It seems to me that this approach will bring States together in an 
effort to find ways to cooperate. 

We have seen a lot of suggestions that our States retaliate. That 
would create a bitter situation that doesn’t lend itself to good con- 
clusions. We feel, as the Governor expressed it this morning, that 
it would be far better to work out this problem as we have worked 
out other community problems with our neighboring States of New 
York and Pennsylvania than to try to use the blackjack method of 
retaliation which has two pitfalls. 

First, the probability that retaliation, if it should be in the form of 
a tax on New York residents in New Jersey, would not meet the test 
of the Constitution; and second, of course, it would break down that 
atmosphere of good will and exchange which presently exists between 
the two States and build new barriers of friction and discrimination. 

I think that is the sum and substance in brief outline of my feeling 
at this point, and certainly I would be happy to respond to any inquiry 
that the subcommittee might have, Mr. Chairman. 
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Senator Dopp. Well, Senator, we are glad to have your views, 

I said earlier today that none of us knows the complete answer to 
this difficult situation. We are probing and the reason for these 
hearings is to get ideas and try to find the best remedy for the obvi- 
ously bad situation which prevails today. 

It may very well be that S. 991 will help us. 

Our counsel may have some questions. Do you have some, Mr, 
Fensterwald ? 

Mr. Fensrerwavb. I thought that perhaps, Senator Williams, you 
might wish to comment on one of the concluding paragraphs that 
Governor Meyner gave this morning. He generally supported either 
Senate Joint Resolutions 29 or 67 if they could be adopted, and in 
his concluding remarks he made the following statement; I thought 
you might wish to comment on it; he said: 

Perhaps the wisest course would be an amendment expressing fundamental 
policy and proposing its implementation in the Congress. It could impose the 
duty upon the Congress to establish by law uniform standards to be met by 
State legislation proposing income taxes on natural persons who are not resi- 
dents or who are not domiciled within the State. It could express the policy 
that the standard should guard against the imposition of undue burdens of 
such taxation, taking into account the lesser benefits of government received by 
the class while permitting a fair degree of taxation upon their incomes. 

Senator Wiiurams. I think he pointed out, too, some of the ques- 
tions that arise immediately from a reading of the two resolutions 
that are before the subcommittee. I know the proposal introduced 
by my colleague from New Jersey, Senator Case, is written in a way 
that produces, first, the question of whether partnerships or mem- 
bers of firms who are not employees would be relieved of taxation, 
and the other proposal presents specific questions. 

I think Governor Meyner’s idea that the amendment should be 
general while the Congress would be left to deal with the matter 
specifically and in a way which will allow it to legislate for changes 
as they occur over the years, is very sound, 

Senator Dopp. I think it is a very important contribution toward 
our thinking about a solution to this problem. I might say to the 
Senator from New Jersey I think his suggestion also has a great 
deal of merit. 

I think you are on the right route. 

Senator Witur1aMs. I certainly appreciate that. 

Senator Dopp. I want the record to show that, while we are pri- 
marily concerned with these two Senate joint resolutions, that by 
no means precludes other better proposals. I think yours, perhaps, 
is in the class of a better suggestion. We may very well come out 
of this subcommittee with a report based on your suggestion. 

Senator WituiaMs, Well, I certainly more than appreciate the recep- 
tion given to the idea and the opportunity to present it as I thought 
perhaps the subcommittee’s jurisdiction might be more limited. 

I know I speak for our colleagues in the House of Representatives 


who support this approach, too, and we thank the subcommittee for: 


this consideration. 

Senator Dopp. I don’t have any more questions, but counsel might 
have some. 

Mr. Fensterwap. I have none. 

Senator Dopp. I would like to ask you a question. Your distin- 


guished colleague from New Jersey, Senator Case, suggested this: 
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morning a kind of retaliatory, retributive, or punitive tax, although 
he was careful to say, and I want to be careful to note this in the record, 
that he did not consider itsuch. I think it amounts to that. 

My own view, Senator, is that this would only add to the bad condi- 
tion which is growing and that retaliatory action by New Jersey or 
any other State won’t help us very much. 

| eae Wiis. I feel rather strongly that there are two great 
dangers in sucha move. First, in retaliation—retaliation is a bristling 
word and it might beget further discrimination or retaliation. 

Secondly, my own thinking was that a tax in any State only on non- 
residents would be unduly arbitrary and unduly discriminatory and 
would not meet the equal protection and privileges and immunities 
clause of the Constitution. 

I don’t trust my background in constitutional law—it seems like a 
long time back when I had to study constitutional law in law school— 
so, 1 asked the American Law Division of the Library of Congress 
for an opinion on such a measure. Their opinion is that a measure 
of that kind would violate article IV, of section 2, of the Constitution. 
And they cite two cases to support this. 

Allied Stores of Ohio v. Bowers, cited February 24, 1959, and 
Wheeling Steel Company v. Glander. The citation is 337 U.S. 562, 
in which Ohio did tax nonresidents in a way heavier than they taxed 
their own residents, and the tax provision was stricken down as uncon- 
stitutional. 

Senator Dopp. I might say to the Senator from New Jersey it has 
been a long time since I too studied constitutional law. My own recol- 
lection is that you are absolutely right about the provisions of article 
IV of the Constitution. Wholly aside from the constitutional ques- 
tions involved, one doesn’t have to be learned in constitutional ques- 
tions to understand that were States to embark upon a course of 
retaliatory legislation, we would begin the destruction of our fed- 
eration. 

I don’t think that in a federation you can permit the members to 
visit retaliation on each other because in doing so, you destroy the 
first principle of the federation. 

I am grateful to you for bringing this point up. I think it is im- 
portant. 

Senator WixuiAMs. I certainly subscribe to your understanding of 
what made a Nation out of what had been a group of Colonies or States, 
and I have been interested in reading briefly, not extensively, some of 
the history in connection with the articles and the consent of Con- 
gress to compacts among the States. These compacts have produced 

eat, areas of cooperation and coordination among the States meet- 
ing problems bigger than any of one State. 

Senator Dopp. Yes. I think a total reading of the development of 
our law and history would reveal that we have been constantly ex- 
panding the idea of one Nation while preserving the identity and 
rights of the member States. 

Senator Wiii1aMs. I would say, of course, getting back to the 
problem that: is before us today, I hope, most, of us who testified hope, 
that this same attitude might come to bear in those areas where there 
Is now discrimination. The issue in my State is the tax placed on 
nonresidents in New York and the city tax in Philadelphia. I hope 
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that the attitude of comity and cooperation which we have been 
expressing within the last few minutes might come to bear on those 
jurisdictions and that they will stop their present unfairness and 
discrimination against nonresidents. 

Senator Dopp. This actually goes to a deep question of political 
philosophy as to how this Government should operate, doesn’t it? 

Senator WituiaMs. I believe so. I think we see a similar problem 
in the State taxation of nonresidents doing business in a State. We 
see small business, particularly, suddenly faced with a grave new 
problem of having to be tax masters in several States, even though 
they are a small concern. I know that the Small Business C ommittee 
is dealing with that now trying to find the answer that will allow just 
taxation but will not burden industry as it leaves its State and goes 
to other States to sell its commercial wares, and so forth, with un- 
necessary taxes. 

These taxes are defeating small business in many ways. Larger 
businesses are in a better position to meet this kind of heavy demand 
by other States where they are not residents. 

Senator Dopp. It has been a constant problem throughout our his- 
tory. I suppose the people who struggled with the C ‘onstitution were 
troubled about essentially the same question. How do you preserve 
the right of a State to administer its affairs and yet keep whole the 
structure of a Federal Government ? 

The times change and so our task is to find a way to make this work 
now. 

Senator Wiiuiams. I certainly agree. And that is one of the ad- 
vantages to the suggestion presented by Governor Meyner on the 
nature of a constitutional amendment; namely, that it must be broad 
enough to endure the changes of a long time. 

I think he mentioned this. We have very few amendments to our 
Constitution. It has stood the test of changed conditions very well, 
and we must preserve this tradition even “when presenting a new 
amendment rather than make it a narrow measure that might well 
have to be changed again. 

Senator Dopp. That is right. 

Senator Witiiams. Yes. 

Senator Dopp. Counsel, do you have any questions ? 

Mr. Fensterwap. No, sir. 

Senator Dopp. Senator, thank you very much. 

Senator WiiiraMs. I am very grateful for the courtesy of this sub- 
committee. 

(The prepared statement of Senator Williams, and other papers, 
are as follows:) 


PARTIAL TEXT OF TESTIMONY OF SENATOR HARRISON A. WILLIAMS, JR. 


Mr. Chairman, my name is Harrison A. Williams, Jr., Senator from New 
Jersey. 

You have already heard much today about the problem facing New Jersey 
residents who work, and are taxed, in other States. 

Your committee is concerned only with those resolutions which directly pro- 
pose a constitutional amendment intended to limit the power of States to tax 
nonresidents’ income. 

I support the general principle of such an amendment. Even though the 
courts have consistently upheld the right of States to tax nonresidents, I believe 
that such taxes will be a constant source of friction among States, and that 
we should seek ultimate abolition of such taxes. The case of the New Hampshire 
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man now imprisoned because he refuses to pay a Massachusetts income tax is, 
I believe, a clear indication that such income taxes may raise money but they 
also raise indignation. 

But though I wish that a constitutional amendment could wipe out such taxes 
overnight, I am frank to say that I see little chance, in the near future, of any 
such amendment. 

Aaron K. Neeld, the former treasurer of New Jersey, made this point very 
clearly last June in his testimony before the Commission on Out-of-State Tax- 
ation of New Jersey residents. He said: 

“While constitutional limitation of the power of the States to tax personal 
income to that of residents would most effectively deal with the issue, it should 
be recognized that this solution will be most difficult of accomplishment since 
amendment of the Federal Constitution requires the vote of two-thirds of the 
membership of each House and ratification by the legislatures of three-fourths of 
the States. As previously mentioned, most of the 31 States presently tax the 
in-State income of nonresidents, and it is probable that they would not readily 
accept the proposed change.” 

Mr. Neeld then went on to argue that the only likely area of benefit to non- 
resident taxpayers is that aimed at ending discrimination sometimes faced by 
citizens of one State who pay income taxes to another. It does seem, for in- 
stance, that a New Jersey employee pays more in taxes to New York State than 
would an employee with the same income. The New York resident may claim 
more deductions than the Jersey worker under the present law, and thus tax 
injustice results. 

I am here today because this situation, and other injustices faced by other 
nonresident employees who pay income taxes, should be our first area of attack. 
I wish to seek support for a bill introduced on February 5 by five New Jersey 
Representatives in the House. I introduced an identical bill in the Senate on 
the same day. 

Briefly, the bill would grant the consent of the Congress to any two or more 
States to enter into compacts designed to provide uniform tax treatment of non- 
residents through agreements not to discriminate between residents and non- 
residents in the levying and collection of taxes. 

I realize that your subcommittee, Mr. Chairman, will not consider this par- 
ticular bill. But I feel that I must discuss it at this point because I consider 
it a necessary first step to any other improvements which may follow. The 
great efforts which would be needed for the constitutional amendment would be 
better spent, I believe, on efforts to pass a more modest bill which would en- 
courage State leaders to remove some of the injustices which dismay those of 
New Jersey who must pay taxes to other States or cities. 

A great hue and cry over the constitutional amendment at this time would, I 
believe, merely create a publicity smokescreen which, when it cleared away, 
would leave the basic situation untouched. 

On the other hand, a series of compacts across the Nation would remove some 
of the bitterness which now exists and would create a climate of understanding 
far more conducive to the ultimate passage of any such amendment. 

And I think it is obvious that great bitterness already exists because of non- 
resident tax inequities. 


The New Hampshire-Massachusetts case is just one of the more dramatic 
cases. 


My mail is full of complaints from those who say that they can’t understand 
why they are victims of discrimination. 

Gov. Robert Meyner is asked to resort to retaliatory measures to force New 
York to grant tax reforms. It has been suggested that he refuse to sign the 
minutes of the Port of New York Authority and so delay the authority’s annual 
program until the reforms are granted. A lawsuit against New York State has 
been suggested : Other persons propose more bitter gestures. 

As things stand, even without any of these dramatic gestures, we now have a 
form of a deadlock. Under this year’s law, New York State now collects 
its income tax by withholding it from paychecks. Naturally, New York col- 
lectors can’t come to the New Jersey factories, and so New York has asked New 
Jersey to do the withholding for New York. And New Jersey officials have re 
fused because such deductions are barred by law in the Garden State. 

Now it seems to me that this is a situation which clearly calls for a compact 
approach to work out mutual difficulties. Neither State will yield to duress; 
but both States may benefit from discussion and compromise. Incidentally, the 
New York suggestion that New Jersey collect the withholding tax has aroused 
some resentment in the New Jersey press. I request the committee’s permission 
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at this point in my remarks to include in the record of these hearings two edi- 
torials which indicate how unpopular that suggestion is. I shall also add q 
statement of support for my position from the assistant editor of the Newark 
Star-Ledger. This newspaper, as you may know, has devoted much time and 
news space to a thorough discussion of inequities facing nonresident taxpayers, 

I’ll conclude by summarizing some of the facts which have led me to make this 
statement today : 

1. It is a well-known fact that surveys conducted by the New York Times and 
study groups indicate that many States are having great financial difficulties, 
There seems little likelihood that, until and unless there are great changes in 
the national tax structure, we shall be confronted by the willingness of any 
such State to support an amendment which would deprive it of an important 
source of its income. 

2. This is particularly true of New York. Approximately 174,000 New Jersey 
residents paid $23 million on 1957 earnings to New York, and 40,000 other non- 
residents paid $11 million. Governor Rockefeller and others have made it quite 
clear that New York faces serious tax difficulties; they are not going to welcome 
a constitutional amendment, but they might be more willing than they were 
before to discuss tax reform. 

8. David Furman, the attorney general of New Jersey, is chairman of a com- 
mittee formed by the National Association of Attorneys General. He is seeking 
a uniform system of granting property tax credits for nonresidents. Here again 
is an approach which may call for compacts to work out inequities. 

4. Cooperation has proven to be the ultimate means of achievement among 
States. The Port of New York Authority and other interstate agencies have 
been the result of amiable, constructive effort rather than name calling or 
argument. Perhaps, given a period of mutual cooperation, States would be more 
willing to accept the amendment which, in time, may be far more acceptable 
than it now seems to be. 

Mr. Chairman, I have mentioned discrimination against New Jersey com- 
muters. Rather than take more of the committee’s time, I request the com- 
mittee’s permission to include in the record of these hearings several newspaper 
articles which give specific examples of such injustice. 

In conclusion, I would like to add this suggestion: Perhaps in your final report, 
your committee may deem it proper to suggest appointment of a subcommittee 
which would study the possibilities of the compact suggestion made in the bill I 
have introduced in the Senate, and which has been introduced by the five New 
Jersey Democratic Representatives in the House. 


[From the Newark Star Ledger, Oct. 8, 1958] 


Tax GOUGE RUNAROUND—TALE OF Two CITIZENS: How Peter HELPS PAUL Pay 
TAXES 


(By Franklin Gregory) 


TRENTON.—This is a tale of two citizens—one living in Belleville, N.J., who 
gets a runaround; the other living in Newburgh, N.Y., who doesn’t. 

Both have wives, two children, and commute to their jobs, the Belleville man 
to Manhattan and the Newburgh man to a neighboring town. Both earn 
$7,800 a year, and have similar family expenses. 

Both men own $15,000 homes, assessed for tax purposes at $6,000. But the 
Belleville man’s property tax was $409 last year. The Newburgh resident’s tax 
was $326. 

If you told the Newburgh resident that one reason his tax is substantially 
less is because the Belleville man helps pay the tab, he wouldn’t believe you. 
But it’s true. 

And one reason it’s true is that for years whenever nonresidents have pro- 
tested such inequities, New York has laughed it off. 

The Newburgher’s tax is kept down because New York State, through many 
forms of State aid, pays more than 10 percent of the cost of running New- 
burgh’s municipal government and well over 50 percent of the cost of running 
Newburgh’s public schools. 
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Nearly one-third of this state aid is obtained from New York’s personal in- 
come tax, which for 1957 yielded $456 million. And of this, $34 million—or 
nearly 8 percent—came from our Belleville man and 212,000 other nonresidents 
who pay the New York income tax for the doubtful privilege of working in 
New York. 

Not only was the Belleville man forced to contribute to the Newburgher’s 
welfare, but he was compelled to pay nearly twice the income tax which the 
Newburgher himself paid. 

The Belleville commuter paid $120. The Newburger, because he was per- 
$00.02. numerous income tax deductions not allowed the nonresident, paid only 

In passing, it’s interesting to note that $44.40 of the Belleville resident’s in- 
come tax went for education of New Yorkers; that $25.87 of the Newburgher’s 
$69.92 went for the same purpose. 

The combination of property tax and New York income tax which the New- 
burgher paid came to $395.96. 

The combination for the Belleville man came to $529.80. 

Belleville and Newburgh are pretty much alike. Their populations are about 
the same, some 34,000. The public school populations are about the same: 5,500 
for Newburgh; 5,300 for Belleville. 

Yet a comparison shows Newburghers could afford costlier education and 
municipal services while keeping their property tax rates below those of 
Belleville. 

The Belleville tax rate for 1957 was $6.83 per $100 of assessed valuation. 
This was divided into: $1.41 for county tax; $2.57 to operate the town, and 
$2.85 to support the schools. 

This raised about $1,515,800 for the town and $1,701,314.71 for the schools. 

Belleville town got, in addition, $17,597 in State road aid—and that’s all the 
State aid it got. The school system got $440,310.29 in State aid. 

In contrast, Newburgh’s tax rate for 1957 was only $5.43 per $100 assessed 
yaluation, divided into: 40 cents to county and State; $2.69 to operate the town; 
$2.34 for schools. 

Newburgh’s rates yielded Newburgh’s municipal government $1,462,781 and 
its schools, $1,216,834. 

But Newburgh spent $2,118,343 for municipal purposes, in contrast to Belle- 
ville’s $1,515,817 total; and Newburgh spent in its schools $2,990,139, against 
Belleville’s total school budget of $2,141,625. 

In other words, Newburgh—getting considerably less from property taxes 
than Belleville—lived much higher on the hog. How come? 

First, the Newburgh municipality got $240,124 in various forms of State aid 
from New York, while Belleville got the meager $17,597. Newburgh also tapped 
surpluses and other funds. 

Second, and more important, Newburgh schools received in State aid a total 
of $1,335,411.28. 

The fat New York State aid would have been materially lessened if 8 percent 
of the New York income tax yield hadn’t come from nonresidents, including 
the Belleville commuter. 

New York State even went further. By refusing tax deductions permitted 
to the Newburgh resident, it maneuvered the Belleville commuter into paying 
a 1957 income tax of $120 against the Newburgher’s income tax of $69.92. 

Not only did the Belleville and Newburgh residents own $15,000 homes as- 
sessed at $6,000, but both had $9,000 mortgages on them, and paid about $450 
in annual interest. 

Both were paying $80 interest on car installments; both were paying $30 in- 
terest on other installment purchases; both paid in 1957 some $40 for auto regis- 
tration and State gas taxes. 

Both paid a phone bill tax of some $7; both paid Federal admission taxes 
of about $20; both had church and other charitable contributions of just over 
$300; both paid life insurance premiums; both had medical costs for himself 
and family and group hospital-medical insurance. 

All of these, the Newburgher was permitted to deduct in figuring out his in- 
come tax base. But the Belleville man wasn’t. That’s why the Belleville com- 
muter’s income tax was so much higher. 

What possible justification can there be for this? Well, there are quite a few 
theories—and some of them pretty fancy. 
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[From the Newark Sunday News, Apr. 5, 1959] 
WANTED: RECIPROCITY 


For too many years New Jersey has tried without success to get tax equality 
for its citizens caught in New York’s income tax net. Neighborliness and equity 
having failed to produce relief, our State is now trying sterner stuff. Its weapon 
is the old and much amended Wage Payment Act. 

In New York’s current drive for more revenue, income tax rates have been 
jacked up and the payroll deduction plan has been introduced. And it is this 
withholding system, in conjunction with the Wage Payment Act, that gives New 
Jersey something more than sweet reasonableness with which to negotiate a 
square deal for its residents. 

It works like this. More than 50,000 New York residents earn their livelihood 
in New Jersey. Albany has asked Trenton’s help in requiring their employers 
to make payroll deductions. But such deductions, as Attorney General Furman 
ruled in the Philadelphia city payroll tax case, are barred by the wage law. 
And Governor Meyner and the legislature will not lift the prohibition until 
Governor Rockefeller and his legislature provide relief for our victimized 
citizens. 

Concededly there is a strong-arm suggestion about all this which is alien to 
interstate comity. It contravenes the neighborly tradition that produced the 
Port of New York Authority. But in its tax treatment of our citizens New York 
has scarcely been a model neighbor, either. Therefore, until New York redresses 
the wrong, New Jersey is justified in its position. 


[From the Sunday Star-Ledger, Apr. 12, 1959] 
A Boo-Boo IN MASSACHUSETTS? 


Tax injustice will make many a man take drastic steps. History is replete 
with examples of this. And there are no better examples than those taken from 
colonial days when “taxation without representation” was a ringing cry, rallying 
men to action to cast off the “yoke of oppression.” 

So, it’s not hard to understand the feelings of the man in New Hampshire who 
preferred jail to payment of his income tax to Massachusetts—a State in which 
he worked but in which he had no representation in government. 

There are many Jerseyans—at least 174,000—who will sympathize with the 
man from New Hampshire. These 174,000 are similarly taxed by New York, a 
State in which they work but have no representation. 

Massachusetts, however, may have pulled a boo-boo by slapping this reluctant 
taxpayer in jail. The action has intensified the spotlight on the injustice of this 
tax practice. And the spotlight can be a forceful weapon in fighting injustice. 





[From the Newark Star-Ledger, Apr. 5, 1959] 
THE EptitTor’s OPINION—How MANY More APRILS? 


New Jersey has played a waiting game—waiting for New York State to take 
some action to end the tax discrimination against Jerseyans who work in New 
York. 

Since Governor Rockefeller took office as Chief Executive of New York it was 
clear that the State’s income tax collection system was going to be revised. The 
revisions consisted principally in increasing the tax and instituting a withholding 
system. 

As far as the Jerseyans are concerned, there is nothing new about with- 
holding. New York State has been withholding the tax from their weekly pay- 
checks ; that was the only way it could be sure payment would be made. 

But whether or not the tax was withheld, the Jerseyans working in New York 
were denied the same deductions and allowances as New Yorkers. The net re- 
sult was that the Jerseyan paid a higher State tax to New York than New 
Yorkers. That is rank discrimination—and nothing about it has been changed 
in all the revisions which have now gone into effect. 

The logical time for New York to have given the Jerseyans the tax justice to 
which they are entitled was at the time the whole collection system was being 
revised. That is what was urged on New York by the Jerseyans. But their 
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entreaties had no more success than those made in the past. A few expressions 
of sympathy were offered—but nothing was done about the discriminatory 
practices. 

Waiting and pleading have produced no relief. New Jersey has not resorted 
to retaliatory action. New Jersey understandably prefers harmony with its 
neighbors. But it takes two to make good neighbors. And a neighbor who 
gleefully gouges the next-door resident of hard-earned money certainly falls 
short of meeting the standards of good neighborliness. 

There finally is a hint of impatience in Governor Meyner’s rejection of Rocke- 
feller’s request for some tax collection help. Rockefeller wants Jersey em- 
ployers to withhold taxes from New Yorkers working in New Jersey. Meyner’s 
negative reply was coupled with a reminder that New York has failed to co- 
operate in granting equity to the Jerseyans working in New York. 

We would say that Rockefeller had a lot of nerve to ask this “favor” in view 
of the clamor that has been raised about the way New York treat Jerseyans 
working in that State. 

Meyner’s refusal may, at long last, inspire New York officials to give some 
serious thought to the Jersey complaints. After all, New York may be losing 
more revenue from the New Yorkers working in Jersey than it gains by its dis- 
criminatory practices in deductions and allowances to out-of-staters. 

It shouldn’t be necessary for Jersey to have to trade with New York to get 
justice for its citizens. Justice should not be something which has to be bar- 
gained for. But it looks as if there is not much chance of getting it in any other 
way in this case. 

Meyner might well underscore a determination to get tax equality for the 
Jersey commuters by rejecting another request from New York. Rockefeller 
needs Meyner’s approval for a plan by which the port authority would lease 
equipment to New York commuter railroads. If Meyner refuses to cooperate in 
this proposal, it may help in convincing New York of the value of cooperation 
in eliminating tax discrimination against Jerseyans. 

It is unfortunate, but New Jersey must think in such terms. The hope for a 
fair deal this April has been dashed with only vague and feeble promises about 
the future. Unless there is much more in the way of retaliatory action, many 
more Aprils are likely to pass before Jerseyans get any tax justice. 


Mr. FensTerwaxp. Mr. Fred Devine. 


Give us your full name and address and what your organization is, 
please, sir. 


STATEMENT OF FRED DEVINE, CHAIRMAN, PUBLICITY COMMITTEE, 
WAGE TAX PROTEST LEAGUE OF NEW JERSEY, INC. 


Mr. Devin. Yes, sir. 

Mr. Chaiman, I would like to thank the subcommitte for this op- 
portunity for the Wage Tax Protest League of New Jersey, Inc., to 
present its side in this issue. 

My name is Fred Devine. I am an employee of the Philadelphia 
Naval Shipyard with approximately 20 years’ service and chairman of 
the Publicity Committee of the Wage Tax Protest League of New 
Jersey, Inc. 

Tam a resident of Glenolden, Pa., which may seem strange, but our 
league is composed of Pennsylvania and New Jersey residents. 

I must, of necessity, deviate slightly from my prepared statement be- 
a this tax story is a growing story. It is becoming greater every 

ay. 

A statement we wrote last week is not good this week. One we would 
write this week would not be good for next week. 

We are here to ask for the protection of the Congress of the United 
States of America against, this inequity and, we feel, illegal, unjust, 
and unconstitutional taxation. 

_ We received word only today, after we arrived in Washington, that 
in addition to the man in jail in Boston, more naval base workers have 
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been taken out of the naval base today and have been lodged in Moya- 
mensing Prison. 

Senator Dopp. Whatisthat? I didn’t hear that. 

Mr. Devine. More naval base workers have been taken out of the 
naval base today and lodged in Moyamensing Prison in the city of 
Philadelphia. 

Senator Dopp. Yousay more. How many more? 

Mr. Devine. We have received word of two. We don’t know how 
many more there might be. 

Senator Dopp. More than what? Did you have some previously? 

Mr. Devine. Pardon? 

Senator Dopp. I say more than what ? 

Mr. Devine. We know of at least two that have been taken out 
today. 

Senator Dopp. I know, but you said more naval personnel have 
been taken out. 

Mr. Devine. Well, this has been a continuing thing for 17 years, 
Hundreds of naval base workers have been lodged in Moyamensing 
Prison as a result of this tax. Many have lost their jobs. Many have 
been disciplined and many have resigned over this Philadalphia wage 
tax. 

Senator Dopp. How long has this been going on 

Mr. Devine. This has been going on for 17 years. We are now in 
our 17th year. 

Senator Dopp. And you are telling us over this period of time sey- 
eral people in the Naval Establishment have been lodged in prison? 

Mr. Devine. Yes, sir. We had one man in for 47 days. Now, the 
man in Boston is in his 7th day in the Charles Street jail. 

Senator Dopp. Do you have any idea, Mr. Devine, how many people 
in the Naval Establishment have been imprisoned in the last 17 years? 

Mr. Devine. Mr. Chairman, it is a very difficult thing to estimate, 
due to the fact that we cannot get the exact numbers from the naval 
officials. 

Senator Dopp. Well, I don’t want the exact number, but the approx- 
imate number. 

Mr. Devine. I can cite 1 year with 65 New Jersey residents. I 
would say roughly perhaps several thousand have been taken out of 
the Philadelphia Naval Base because of this tax. 

Senator Dopp. Have they been imprisoned for failure to pay ? 

Mr. Devine. Many have been imprisoned and they stay in there 
until the tax is paid. There is no way to get out of it. 

Mr. Fenstrerwacp. Will you explain to the subcommittee the tech- 
nical aspects of the capias? I know generally what it is. I thought 
there may be something peculiar in Pennsylvania law with respect to 
that type of writ. 

Mr. Devine. It is a writ that is 118 years old, I believe. It isa 
part of a debtors’ prison law. The debtors’ prison law outlawed the 
debtors’ prison, but there was a clause in the debtors’ prison law which 
gave the municipalities the right to arrest and jail for failing to file 

a return (which we question, whether we actually do fail to file a 
return) but for failing to file a return and failure to pay a fine. 

Senator Dopp. Well, now, have any of these individuals who have 
been in prison ever raised a, question as to the legality of the tax? 
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Mr. Devine. Yes, and with your permission I would like to go into 
that in my prepared statement, if I may. It is worded, I think, a 
little better than I can do it offhand. 

Senator Dopp. As I understand you, there are several thousands of 

ple who have been in the Naval Establishment who have been 
Tied up because they refused to pay a tax levied on them by the 
city of Philadelphia. 

Mr. Devine. Of Philadelphia. 

Senator Dopp. The city of Philadelphia. Wait until I complete 
this. On their income? 

Mr. Devine. On their income. Not all, but many have been locked 
up for varying periods of time. 

Now, this is the ironic thing, Mr. Chairman. The employee is 
summoned over to the Security Building and if he refuses to go to the 
gate, he is automatically discharged. Now, he is discharged by a 
captain of the U.S. Navy, an officer and gentleman of the U.S. Navy, 
who himself pays no tax to the city of Philadelphia. 

Now understandably that is through the Soldiers’ and Sailors’ 
Exemption Act, I believe, but it does add to the resentment and it 
does put the Navy in a bad light insofar as they have to discharge an 
American citizen who doesn’t pay a tax from which they themselves 
are exempt. 

Senator Dopp. Well, as I understand you, the people who are sub- 
ject to confinement for refusal to pay the tax are civilian employees? 

Mr. Devine. That is right; yes, sir. 

Senator Dopp. And the military personnel are not subject to it? 

Mr. Devine. That is right. 

Senator Dopp. Several thousands of civilian employees of the Navy 
have been subject to confinement for refusing to pay the tax. 

Mr. Devine. Many of the several thousands have been arrested. 
We are confined and there is no definite time limit on it. They say 
the longest period has been the case of a man in for 47 days. 

Now, if I may remark on this question of retaliatory tax and read 
from the Camden Courier of June of 1958, which says: 

New Jersey has always refrained from retaliating against Philadelphia for 
the wage tax gouge, but powerful retaliatory measures are easily available. 
Maybe the time has come to give earnest consideration to using them. 

This is my opinion. I honestly believe New Jersey may be forced 
into putting on a retaliatory tax when, as, and if the Philadelphia tax 
on the gross will be raised to 214 percent, which is the highest figure 
we have heard—21% percent. 

In self-defense they may be forced into retaliation. The Woodbury 
Times in July of 1958, had this interesting statement, and I believe 
that where I cite the city of Philadelphia, we can insert any State 
_ municipality that might be involved in a similar situation, and 

quote : 


Relief won’t come from this tax until the city of Philadelphia is shown one 
way or another that it can be a curse instead of a blessing. Someday such relief 


will be found, although we are sorry to say that it is not within viewing distance 
at the present time. 


Today I would disagree with the statement. I think we are within 
viewing distance as we sit here today. 
And now if I may read from my statement, please. 
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I am appearing before your subcommittee on behalf of our league 
to express the earnest desire of the membership that the Congress 
of the United States enact a constitutional amendment to prohibit 
the taxation of nonresidents by the various States. 

The Wage Tax Protest League of New Jersey, Inc., has for 17 
years been engaged i in a bitter str uggle with the city of Philadelphia 
over this type. of taxation. It is our sincere belief that we can assist 
this subcommittee, through our experience, in the abolition of this 
unfair, unwarranted, and regressive means of raising revenue. 

Before proceeding, perhaps it would be advisable to clar ify several 
points. It might be said that in our case we are concerned only with 
a municipality. That is true, but we must remember the munic ipality 
is only using this means of taxation bee: ‘ause, and only because, the 
State of Pennsy lvania does not choose at this time to use this method. 
It has merely ‘been loaned to the city. Should the State of Penn- 
sylvania levy a wage tax, then the Philadelphia tax would cease, and 
the problem would still exist. Philadelphia is using a State tax at 
the municipal level. The question of the type of tax may be injected 
into the subcommittee’s deliberations. Is the tax a wage, an income, 
or an occupational license tax? Is it all three? No, it is none of 
these. In the city of Philadelphia the tax is labeled a property tax 
and not to be construed as a wage tax. It is also called a wage and 
income tax. The tax is labeled by that name which is most advan- 
tageous for the taxing authority. For instance, in the city of Louis- 
ville the tax has been called an’ income tax by the Supreme Court of 
the United States of America, but it has been labeled an occupational 
license tax by the Superior Court of the State of Kentucky. There 
is a constitutional ban in the State of Kentucky against income taxes 
levied at the municipal level. It hangs by a thread in Louisville. 

Three years ago 4,000 warrants were issued in Louisville, a city 
one-sixth the size of Philadelphia. There were two States involved 
in an income tax problem, Kentucky and Indiana, and they came to 
an agreement not to tax each other’s residents, but Louisville goes on 
its merry way. 

The same constitutional ban exists in the State of Colorado and the 
supreme court of that State put an end to the desire of the city of 
Denver to enact a wage tax. In very strong terms the supreme court 
of that State had this to say— 

Denver and other home-rule cities in the State were not medieval city-states 
with plenary powers which bar the State from any form of supervision or 
control. Neither expediency nor public need nor a small amount of tax will 
justify a disregard of the constitutional and legal rights of taxpayers. 

Now, there are some sections in the country where these principles 
are still thought of quite highly. Denver was forbidden the right 
to levy its tax. The court expressed fear of permitting a veritable tax 
i of separate city income taxes which could harass and over- 

urden the taxpayer. Such a tax jungle does exist between these 
various States and if not brought to an end the jungle will become 
more dense and impossible to clear. 

In the Philadelphia wage, income, or occupational license tax, call 
it what you choose, we have a fine example of the evils of “taxation 
without representation.” Let us consider the Philadelphia levy as 
merely loaned to the city by virtue of and only by virtue of the fact 
that the State of Pennsylvania does not choose to exercise its preroga- 
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tive. By throwing the spotlight on a small segment we can perhaps 
get a better picture of the whole. 

I have an analogy. In calculus we take a minute segment and 
examine that segment and eventually we arrive at an answer to the 


problem. 


Senator Dopp. Let me interrupt and ask you a question. Let us 
assume that a schoolteacher in the State of Massachusetts has taught, 
let us say, in Massachusetts for whatever the required number of years 
is and earned her retirement. All of the time that she served as a 
schoolteacher in Massachusetts she was a resident of my State, let us 
say. But she would earn her pension from the Commonwealth of 
Massachusetts. 

On pension she returns to her home in Connecticut. I take it that 
she would be subject to an income tax under this situation in Massa- 
chusetts, wouldn’t she ? 

Mr. Devine. You mean if she left the jurisdiction, left the State? 

Senator Dopp. Lived in Connecticut and retired on pension. 

Mr. Devine. I believe—I am not sure—in the Philadelphia area it 
works this way. If a person leaves the city of Philadelphia or the 
city of Philadelphia cannot get its hands on him through this capias 
which has on it, “if he be found in your bailiwick,” I believe they 
leave the jurisdiction and they are wiped off the books insofar as any 
liability which may remain. 

Is that the thought you had in mind ? 

Senator Dopp. I mean it is sensible to assume that Massachusetts 
would continue to exact an income tax from the pensioner now in 
Connecticut. 

Mr. Devine. Oh, I believe I see what you mean. The check would 
come from Massachusetts. Yes. They would do that. The check 
would come from Massachusetts. 

But now as I go into some detail with respect to our particular fight, 
picture with me, if you will, some 500 residents of Pennsylvania re- 
cently assembled in an auditorium in West Chester, Pa. They were 
meeting to organize for a fight against the Delaware State income 
tax. Their attorney holds up the tax form. He speaks, “At this 
point insert, ‘Paid under protest,’ ” the attorney said, “if we win you 
will get your money back.” 

That is typical of the situation, the suits that are being instituted 
against these taxes. 

Now, on June 3, 1958, in Trenton, N.J., we were told, and again in 
Philadelphia on August 16, 1958, that “Taxation Without Repre- 
sentation,” long believed by the American people to be a basic Amer- 
ican principle, was just a Revolutionary War slogan! 

In declaring our freedom from the British Crown a Declaration of 
Independence was submitted to the world setting forth the principles 
upon which the Colonies should be free and independent States. One 
line in that document reads: “For imposing taxes on us without our 
consent.” If this then was just a slogan, what can we consider all 
remaining lines in that document to imply ? 

For instance, let us consider the two lines immediately following, 
(1) For depriving us in many cases of the benefits of trial by jury; 


and (2) For transporting us beyond the seas to be tried for pretended 
offenses. 
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On June 15, 1950, hearings were held before a committee of the 
United States Senate on a bill to alleviate this unfair taxation, The 
Wage Tax Protest League of New Jersey then, as now, was present- 
ing ‘its case. Two questions were raised at that time with respect to 
the Philadelphia Naval Base situation. 

(1) Senator Withers speaks— 


It is so confusing, we need to know whether or not Philadelphia has actual 
jurisdiction over the island. 


(2) Senator Kefauver raised this point— 


I take it that question was raised in the petition for certiorari in the Supreme 
Court. I do not know whether that was specifically adjudicated or not. If 
there was some way of getting that question before the Federal courts, it would 
be a different matter. 


Seven long years would pass before, on March 30, 1957, the Secre- 
ary of the Navy would grant us the right to find or attempt to find the 
answers to the questions. The Secretary of the Navy, in granting us 
the right to a test case wrote: 


Upon further consideration of the matter, I have reached a decision that re- 
gardless of the nonconcurrence of the city officials, it will be in the best interests 
of the Navy to give the employees an opportunity to attempt to have this mat- 
ter resolved by a Federal court. It is therefore directed that when an appro- 
priate case presents itself, involving a New Jersey resident, arrangements be 
made for service at some place within the shipyard. 


A great many claims have been made by the city of Philadelphia 
to justify or rationalize its tax on nonresidents. The most prominent 
one is that we should pay for municipal services. 

With your permission I would like to place an exhibit in the record, 
please. 

Senator Dopp. You may doso. 

(The document referred to is as follows :) 


ExHIsit A 


THE FREE LIBRARY OF PHILADELPHIA, 
Philadelphia, Pa., March 5, 1959. 
Mr. Frep DEVINE, 
Glenolden, Pa. 


Dear Mr. Devine: Your recent letter concerning borrower’s privileges in the 
Free Library has been received. 

The Free Library of Philadelphia is supported by a municipal tax, and its 
free privileges are available to residents and taxpayers of Philadelphia and 
to students in Philadelphia institutions. 

I take it that you pay the wage tax in Philadelphia and are therefore 
privileged to register in your own name for a library card. If you also pay 
the real estate tax, this privilege does extend to your immediate family. If 
not, you are correct in your assumption that your daughter may become a 
borrower on payment of the annual $3 subscription. 

I enclose a copy of our pamphlet, “A Guide to the Resources of the Free 
Library of Philadelphia.” We hope that your daughter will register as one 
of our borrowers and that she will both enjoy and find worthwhile the services 
available in the Free Library of Philadelphia. She may apply for her library 
eard at any agency of the Free Library, a list of which is included in the 
enclosed pamphlet. 

Sincerely, 


EMERSON GREENAWAY, Director. 


_ Mr. Devine. A close second is the belief that we should be taxed 
in order that the city of Philadelphia can maintain its low real estate 
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tax rate at our expense. With respect to services, we have this 
statement by a shipyard commander : 

With respect to your inquiry as to what services the city of Philadelphia 
furnishes either New Jersey residents who are shipyard employees or the 
Philadelphia Naval Base itself, I regret that I am not able to either enumerate 
or evaluate any possible services the city of Philadelphia furnishes shipyard 
employees who are residents of New Jersey. 

Senator Dopp. Do they go into Philadelphia every day? 

Mr. Devine. Every day they cross the river on a ferry and never 
set foot on Philadelphia soil. In fact, the naval base is not even in 
the State of Pennsylvania. 

Senator Dopp. They don’t go into the confines of the city, then? 

Mr. Devine. No. Not inthis case. They do not goin. Some do. 
In Mr. Thompson’s case, and that is a test case, he does not go into 
the city of Philedilphia: 

Senator Dopp. I am thinking of those people who go into a city 
like Philadelphia. Obviously they do have the benefit of the water 
works and sewerage systems and police protection and fire protection. 
I don’t know whether it is true in the limited case you are citing, 
but it brings up the whole subject. 

Mr. Devine. May I respectfully point out that the fire service and 
police service are furnished by the Federal Government. We have 
no local fire or police service on the base. : 

Senator Dopp. It doesn’t fit in this limited case you are talking 
about, but I wonder what your thinking is about this problem. 
We have thousands of people converging on a great metropolitan city 
like New York every day, and they See do require more serv- 
ice than the city would be called upon to render otherwise in the way 
of water, sewerage; and police, fire and health protection. Shouldn’t 
there be some consideration for that ? 

Mr. Devine. Well, Mr. Chairman, this is my personal opinion for 
what it is worth. The thinking in Philadelphia is so confused that it 
is very difficult to find the answer. In fact, the statement we hear 
there is, “We have so many, many questions and nobody has any 
answers.” 

Now, the claim was made by the assistant solicitor for the city 
that the ratio was 100 to 1 of nonresidents coming into the city with 
respect to residents going out. We checked that out and we find the 
ratio runs between 314 to 4% to 1. 

Senator Dopp. I am not concerned with what the ratio is. I was 
looking at it from a broader perspective. Isn’t it a fact, and wouldn't 
you agree it is, that we can’t ignore altogether this element. of in- 
creased services that is occasioned by the presence of a considerable 
number of people working in one city and living in another? Or 
working in one State and living in another? 

Mr. Devine. Nor can we ignore the fact that great numbers of 
Philidelphians go out of the city to work, and the communities where 
they work have to provide those same services for those people. 

Senator Dopp. That doesn’t answer the question really. It just 
adds another one. 

My question is: Isn’t there something to be said for the State which 
has within its boundaries a great metropolitan center to which 


thousands of people from without the State converge every day for 
the purposes of earning a living? 
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That State—through that city within that State—does render 
services far beyond what it would have to render for its own people, 
its own residents in the State and city, doesn’t it? 

Mr. Devine. Senator, that is a great debatable point. May I answer 
it 





Senator Dopp. What is debatable about it? Isn’t it a fact that 
many people go into New York every day from New York or New 
Jersey? The city is called upon to render additional service. 

Mr. Devine. If I could cite the city of Pittsburgh, that has a wage 
tax rate of 1 percent. It has completed its rehabilitation and has 
reduced its wage tax to one-half of 1 percent. And in the city of 
Pittsburgh they have what is called reciprocity. The nonresident 
who works in the city and has a wage tax in his home community 
pays in that community. 

This reciprocity applies throughout the State. The difficulty here 
is that Philadelphia wants to be the core of this area, and it wants 
everything to flow into the center. 

I believe we are being misled on the actual expense that is really 
involved in taking care of these people that. come into the city. 

Senator Dopp. That is another question. Isn’t it a fact that there is 
some additional expense ? 

Mr. Devine. Some; yes, sir. There is some. 

Senator Dopp. And it would vary from place by place. 

Mr. Devine. May we return to the Thompson case? The arrest of 
the New Jersey resident, on United States sovereign soil, took place on 
October 9, 1957. The prisoner was taken immediately and directly 
to the Federal District Court in the city of Philadelphia. The hear- 
ing was held, and in a matter of approximately one-half hour the 
prisoner was released on a writ of habeas corpus in the custody of his 
attorneys. 

Two very, very significant things occurred. The city injected a 
technicality into the case: 

We had not exhausted all means at our disposal in the State courts. 


And, secondly, the assistant solicitor for the city stood before the 
court and with outstretched arms admitted the only way the city 
could collect was by the use or the threat of the use of the jail cell. 
The court remarked there may be a violation of the fourth amendment 
present. 

This is a Bill of Rights amendment. Our case proceeded through 
the courts up to the Supreme Court of the United States and once 
again, in January of this year, we were turned back. 

We were turned back on the grounds that we had not exhausted 
all means at our disposal in the State courts. 

Senator Dopp. I am reluctant to keep interrupting you but another 
thought occurs to me. 

Mr. Devine. I am very happy to have you interrupt, sir. 

Senator Dopp. Is there any possibility that this place where the 
naval personnel work is not within the city of Philadelphia, Is it 
geographically within the city or outside of it because it is a Federal 
area ? 

Mr. Devine. The State of Pennsylvania claims the Philadelphia 
Naval Base is not within the State of Pennsylvania. 

Senator Dopp. I know, but is this a legal technicality or is it a 
geographical fact? Let me explain what I mean. 
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Mr. Devine. I don’t think I can give you an answer. That is in- 
volved in a court case, whether it is a geographical fact or not. 

Senator Dopp. It is an important question. 

Mr. Devine. It is an important question, sir. 

Senator Dopp. Take a city in which the Navy establishes a naval 
base. I think as these things work, the Navy takes by eminent domain 
this area, this property. Thereafter this is probably under dual 
urisdiction for certain purposes, but for our purposes today this is a 
Holer al jurisdiction, geographically within the city, isn’t it? 

Mr. DevINeE. Senator, you referred to taking it by eminent domain. 
I think maybe we could differentiate here. Eminent domain means 
that the Government comes in and s says, “We are going to take this 
piece of land and we are going to give you so much, “If you don’t 
feel this is right, you can appeal it to the courts.” 

This I do not believe is a case of eminent domain because the Legis- 
lature of the State of Pennsylvania passed an act of Assembly to ‘sell 
that property to the Government for $1 and that is how it is carried on 
the books today. 

Senator Dopp. I don’t care for my purposes w hether they took it by 
eminent domain or whether the State gave it to them. The point is 
whether it is within the geographical limitations of the city. 

Mr. Devine. Can we put it this way? It is within the geographical 
limits of the city of Philadelphia in the same respect that the District 
of Columbia is within the geographical limits of the State of 
Maryland. 

Sen: itor Dopp. That is not a bad analogy, but that only increases my 
interest in the subject. 

Mr. Devine. You see, that is how complicated this really becomes. 

Senator Dopp. This isn’t as complicated because it relates to what I 
think you said earlier: that the naval personnel do not enter into the 
city of Philadelphia. 

Mr. Devine. That is right. 

Senator Dopp. But actually they do except for this technical juris- 
diction. 

Mr. Devine. Right. 

Senator Dopp. It isn’t quite as simple as it may have appeared in 
the record. 

Mr. Fensrerwaup. May I ask one question? If a homicide were 
comm tted within the confines of the naval base and both the victim 
and the accused were civilians, wouldn’t the State courts of Pennsyl- 

vania have jurisdiction over that crime ? 

Mr. Devine. Oh, no. No. That would be a Federal case. We 
have a Federal employee who is taking, shall I say, something from 
the naval base and is apprehended at the gate. The U.S. marshal and 
the FBI is summoned. He is taken before a Federal commissioner 
and held in bail for a Federal grand jury. 

Senator Dopp. Isn’t there concurrent jurisdiction ? 

Mr. Devine. I believe the Federal court has exclusive jurisdiction 
over anything on that base. 

Senator Dopp. What about counsel's question? What about a 
homicide ? 

Mr. Devine. Homicide would be a Federal case. 

Senator Dopp. That may be true in certain jurisdictions. I don’t 
know whether the answer helps clear it up. 
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Mr. Devine. A statement has just been given to me here. Two 
naval yard workers were involved in a case where they were prose- 
cuting each other on an accident that happened inside the naval] base 
and this is the statement. 

They don’t think this court has jurisdiction, Your Honor. This happened 
inside the naval yard and that is under Federal jurisdiction. 

That is an actual court case. 

Senator Dopp. We are getting bogged down in technicalities. The 
point is it may not be as clear jurisdictionally as you indicated here. 
There may be concurrent jurisdiction, and therefore the cause of the 
city would be better than what it has appeared thus far. It is within 
the geographical limitations but limited technically for certain pur- 
poses; then, the case in Philadelphia wouldn’t be as bad as it might 
appear to be. 

Mr. Devine. The city told the Supreme Court of the United States 
Mr. Thompson had the same speedy and efficient justice in the State 
courts as he had in the Federal courts. On March 23, 1959, Mr, 
Thompson, the defendant, was remanded to the State court by the 
Federal court. We were once again at the bottom of the legal ladder, 
and he was immediately taken into custody by the city of Philadelphia 
and we were shunted through seven judges. He spent one night in 
Moyamensing Prison and 2614 hours later he was released under his 
own recognizance and escaped another night in the Moyamensing 
Prison wage tax jail cell. 

Two days from that day, on the 17th, Mr. Thompson was supposed 
to have his hearing before the municipal court, but that has been post- 
poned. 

Senator Dopp. Are you discussing the case of people who are as- 
signed to a naval base and are subject to the tax of the municipality 
or State within which that base is geographically located ? 

Mr. Devine. No. I am just about done with that and I would like 
to get into—— 

Betiator Dopp. The reason I asked that is because that isn’t really 
our problem. 

Mr. Devine. No. I was trying to give some background on the 
thinking behind this tax and what this actually causes. 

Senator Dopp. Let me say this. We are concerned about the resi- 
dents in one State being taxed because they work within the geo- 
graphical limitations of another State. The military problem is par- 
ticular and peculiar, and it would vary from place to place. You 
might have concurrent jurisdiction in one area and not in another, 
and it may be part of this whole problem. However, it is not par- 
ticularly what we are concerned with. 

Mr. Devine. Well, perhaps I have gone into a little bit too much 
detail on that, but now we have the words here of a city official— 


There are many illustrations of Taxation Without Representation 
now we can get into the general broad problem here— 
which apparently do not seem to irk the general population. 


What he is trying to point out is that the principle of taxation with- 
out representation is a slogan and not necessarily justification for the 
stand taken by those who would fight the tax. 

Now, we may have the key word there, in that we are “irked.” 
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To speak on this capias again, we have a statement by a Philadelphia 
lawyer, commenting recently that the city has a right to use this capias 
and to throw people in jail who refuse to pay the tax and that the 
eapias is one of the few procedures for a debtor’s prison contrary to 
the Constitution, but he didn’t mean that it was unconstitutional. _ 

We feel the nonresidents of the city of Philadelphia are being mis- 
used in this tax matter and we have a quote here which is interesting. 
A Philadelphia councilman states : 

We must be careful and we must be sure in how we spend this $50 million in 
Kastwick. Nonresidents who pay our wage tax get rather upset and if we are 
not careful and we are not sure, a favorable Governor will sign a bill and we 
will lose it. 

If we continue to probe the thinking behind this tax, we feel that 
the needs of the State supersede the commonsense and the legal and 
constitutional rights of the individual. 

It was on April 10, 1957, that I engaged in a discussion with a rep- 
resentative of the city government. I called attention to the fact that 
the city can levy a wage, occupational or income tax without limit on 
the residents of the State of New Jersey who work in the city of Phil- 
adelphia, but residents of the city of Philadelphia are free to work in 
New Jersey without tax on their earnings. 

His reply stunned me. 

“Why doesn’t New Jersey puta tax on them ?” 

This is a very interesting point at this time, when we raise the 
question of retaliatory steps. The city government of Philadelphia 
has absolutely no concern if taxes are put upon their own residents. 

We have the Governor of the State of New Jersey raising this 
precise point in a TV discussion with the Governor of the State of 
Pennsylvania. The Governor of the State of New Jersey said to the 

rovernor of Pennsylvania— 


I can appreciate your explanation, Governor, but I would hope to get from 
you the concession that your Pennsylvania people come over to New Jersey, 


work under very happy conditions, and we graciously give it to them without 
any tax. 


Certainly in the case of the naval shipyard, where people move from New 
Jersey to the shipyard and back and never avail themselves of any Philadelphia 
services, I think it is rather unfair to collect the tax. 


In reply the Governor of Pennsylvania said, and I quote: 


Well, I think the same thing is true, Governor, if somebody buys liquor in 
New Jersey and drinks it in Philadelphia; they haven’t taken very much 
advantage of your services. 

We put the same question before a judge of the Philadelphia mu- 
nicipal court with relation to Prospect Park in Pennsylvania. The 
judge said let Prospect Park put a tax on our own residents. 

A resident of the city of Philadelphia works in the State of Dela- 
ware and pays a large income tax to the State of Delaware of about 
8 percent. He is assessed 114 percent by his own city, which can 
go up, and this is on the gross, and an as yet undetermined amount 
im increased sales tax to the State of Pennsylvania. 

He pays Federal income tax. This American citizen cannot appeal 
to his own elected city officials for help. They would say, “It is all 
right for Camden, Prospect Park, and the State of Delaware to tax 
you.” 

44708—59——5 
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We are told by a Philadelphia legislator cae oa wage tax rate is 
so low. It is not a low rate. It represents 50, 75, 100 percent of the 
amount the nonresident pays to his home jaeinaniny for all services 
received. The Pennsylvanian and New Jerseyite working i in the State 
of Delaware can pay 114 times and more to the State of Delaware than 
they pay in their home communities. 

When the American people have reached the state where they are 
fair game for any taxing body clever enough to get its hands on them, 
then it is time to admit the ‘problem is grave; it is time to come to 
believe something must be done about it and make a decision to stop 
the practice. 

Insofar as services are concerned, to get back to them the happy 
mayor of the city of Denver scrawled his signature on the 1-day-old 
income tax ordinance. “Now we can give the people the services they 
want and demand,” he exclaimed. Did the people of Denver want 
and demand those services? They circulated petitions and held a 
recall election and threw the tax out on December 17, 1957. Not one 
cent was ever collected. 

A member of the Philadelphia Chamber of Commerce told the 
House Ways and Means Committee on August 27, 1957, the question 
of whether the Philadelphia wage tax was right. or wrong was un- 
important. It was simply a matter of efficient collection. 

Phe major difficulty with respect to this problem is its close prox- 
imity to money. It creates fear, hate, and resentment. It hurts the 
taxing authority levying the tax. There is, as I said before, less 
animosity in the city of Pittsburgh with respect to the tax than there 
is in the city of Philadelphia. 

Senator Dopp. That does not really answer the question, whether or 
not there is any legitimate area in which a municipality should expect 
support by way of taxation for the services which it renders to daily 
transient workers. 

Mr. Devine. Senator, I am trying to point out what this thing is 
doing to the people as the States are levyi ing this tax. 

Senator Dopp. Do you, or do you not, think that a municipality has 
any right to expect any revenue if you work within its confines every 
day and get some service / 

Mr. Devine. I do not believe I can deny they have the right to do it. 
However, we are concerned here with whether it is a commonsense 
approach to this problem. 

Now we have this situation in New York where they are screaming 
for boycott. 

Senator Dopp. When you say “have the right to do it,” if I ama 
resident of New York and I pay taxes, why should I be called upon to 
pay additional taxes to provide police and fire protection and proper 
sewerage, health, and water to the people who come into my city every 
day and earn their livelihood ? 

Mr. Devine. Perhaps I can throw some light on it by this statement 
of a New York assemblyman, in Trenton on June 3, 1958, and I quote: 

As I said, my friends say, “If you relieve nonresidents of some of their taxes 
that means that we have to pay more.” Well, immediately that nright possibly be 
true, but I feel that in granting to nonresidents a better break, more equitable 
treatment in the application of our present tax laws. we will eventually benefit 
by it—New York will eventually benefit by it and that there will flow back to 
New York an equal amount of tax dollars through, perhaps, the greater effort 
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made and the greater contributions made by nonresidents toward the economy 
vf New York City, or New York State, thus creating greater tax dollars. 

And later on he said: 

And if you should stand in the Pennsylvania Station at 8 o’clock in the morning 
or at 5 o'clock at night, or in the Hudson Terminal, or at the ferry docks, you 
will be surprised and amazed at the number of New York residents that work in 
New Jersey. I am told by certain members of the Port Authority of New York 
that the amount is almost equal. 

Is it not only right that in a situation such as this, where equal num- 
bers of people form a counterflow that they should cancel each other 
out? (As an interesting sidelight may I call to your attention the 
fact that New Jerseyites and other nonresidents working in the Penn- 
sylvania city of Bethlehem pay wage, income, or occupational license 
tax double the amount paid by residents of that city.) 

Now in order to write this story, I feel we need the answers to 
five questions : 

Who, what, when, where, and why. For many years we have had 
the answers to four questions, and the one question, why, has re- 
mained unanswered. 

Why should these cities have to levy these taxes, and why can’t 
there be reciprocity’ It does work in areas where it has been 
tried. 

Senator Dopp. Let me help in the answer as to why. I am against 
this levying of income taxes on nonresidents, but I also recognize 
that it is not as simple as that, and I do think we have a whole new 
problem in the change that is taking place in this country. Let me 
give you a concrete example. 

I live in the suburb called West Hartford, which is a suburb of 
Hartford, Conn. I do not know what the figures are, but I know 
thousands of people every day converge upon Hartford to work in the 
insurance industry and other great industries, from West Hartford, 
East Hartford and all the suburbs of Hartford. 

Now I also know that in order to accommodate them as persons 
earning their living, the city of Hartford is simply called upon to per- 
form more services than it would otherwise be called upon to per- 
form if they did not come in there every day to work. You would 
agree with that, would you not ? 

Mr. Devine. I would agree with it; yes, sir. 

Senator Dopp. Well, the question is, What do we do about it? 

Mr. Devine. Senator, I have something here if I can find it. 

Senator Dopp. You recognize there is some equity on the side of 
the people of the city ? 

Mr. Devine. I do recognize that; yes, sir. But can we not at the 
sume time ask ourselves: “How is this thing working out?” Can 
we examine it, can we say, “Are these services really needed ?” 

In a great many cases these people have no choice, they are told 
they need the services. Are we sure we really need them? For in- 
stance, here a person has been displaced in the 

Senator Dopp. Let me interrupt you right at that point. When 
you say whether or not persons who come in every day really need 
tif they do not need it, then the citizens of Hartford need it be- 
‘iuse more people are likely to create more fire hazards, and if I 
imacitizen of Hartford and they create more fire hazards, I want 
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more fire equipment whether they feel they need it or not. I cer- 
tainly feel I need it. 

Mr. Devine. Well, I cannot speak for Hartford, I know only of 
the Philadelphia area and what is happening to the city of Phila- 
delphia. 

enator Dopp. It is not any different than the city of Phila- 
delphia. 

Mr. Devine. Here we recently had a resident of Eastwick section 
of Philadelphia tow a 50 by 30 feet ranch-type home down Phila- 
delphia’s Broad Street, moving a family, nine citizens and taxpayers, 
to New Jersey and Philadelphia lost nine citizens, the city’s real 
wealth and its most precious possession. Philadelphia will ery for 
more billions from Washington, more millions from Harrisburg, 
It is a vicious cycle. . 

Senator Dopp. Is it your attitude the city in which these peo- 
ple work has no just claim to assistance from those who work in 
it every day? 

Mr. Devine. Frankly, I would say I do not believe—put it this way, 
I think the best thing that could happen for the city of Philadelphia 
would be elimination of the tax. ‘Atthou h I do not think it could 
be done right away, I think the gradual elimination of the wage tax 
of the city of Philadelphia would be one of the greatest and best things 
that could happen to that city. 

Senator Dopp. That may be particular to that city, but I am in- 
terested in the general proposition. Do you feel the people of the city 
involved, as we have described it over and over again, have no just 
claim for assistance from those who earn their living there every day! 

Mr. Devine. To give you my honest opinion, I would say I do not 
think the city of Philadelphia has a just claim. 

Senator Dopp. Or any other city ? 

Mr. Devine. Or any other city. 

Senator Dopp. Very well, I just wanted to be clear about your 
position. 

Mr. Devine. Now that may be an opinion, but that is what I believe. 

Senator Dopp. You are conscious of the consequences ? 

Mr. Devine. I am conscious. 

But Senator, here is something, and while it does not come from 
me, I would like to show you at this time an example of thinking in 
that city, which is all part of the tax picture, whether we like to admit 
it or not. 

A resident of the city of Philadelphia, a little business man about 
to lose his pharmacy now speaks, and he says: 

We feel that although on black and white there is legal right for the develop 
ment authority to carry out this program, I got to say they must be right, but we 
feel this program is morally wrong. Our Government is a government of people, 
we protect our people. The difference between our Government and any other 
government in this world, whether it is a democratic or not, is the fact that 
our Government is based upon a written Constitution. This written Constitution, 
when framed by our forefathers, assured the descendants that in case some 
tyrant or despot or king would come along, a dictator, that the Constitution would 
not permit this to happen. But they also immediately realized that there were 
certain faults in the Constitution itself. They realized that it was not a perfect 


instrument, and they passed a Bill of Rights immediately, and they further pro- 
vided for more of them. We have amendments that are amending amendments. 
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Now Justice Roberts in an interview said that the Constitution was 
written to protect the people against the Government. Now if there 
are bad laws, we can correct bad laws. 

He was speaking of Justice Douglas, and the quote by Justice 
Douglas was: 

All the Constitution speaks about all the way through is what Government 
cannot do. 

They were thinking in terms of protection of the people against the 

overnment. 

We have absolutely no protection against the city of Philadelphia, 
and we feel that the city of Philadelphia would be better off to elim- 
inate this tax. We listened as an official of the city of Philadelphia 
recently stated— 


We must take positive, bold, imaginative steps to stop the decline of the city. 


Can we conceive a more positive, bold, more imaginative step than 
the elimination of the tax jungle and a return to commonsense living? 

For myself and for the Wage Tax Protest League of New Jersey, 
Inc., I thank the subcommittee for its time, its indulgence, and for its 
consideration of our problem. We sincerely plead that immediate 
action be taken to amend the Constitution of the United States in 
this tax matter. “Wherefor the present time is the true time for 
establishing it,” is a quote from a famous composition that helped 
to inspire the Declaration of Independence. Less than 6 months after 
the statement was made, Thomas Jefferson composed the document. 

Can we restore the principle of taxation without representation to 
that Declaration ? 

May I close with another question? “Taxation without representa- 
tion,” slogan or principle. Gentlemen, what do you think? 

Now we can say that the city of Philadelphia has a right to levy 
that tax, has a need for that tax, but we have found in our fight with 
the city of Philadelphia, and in our experience, that we do not accept 
any claim or any statement by the city of Philadelphia on its face 
value. 

Before the House Ways and Means Committee on August 27, of 
1957, the city of Philadelphia stated that they know of no better 
example for the need of reciprocity than the city of Philadelphia. 
They will not grant reciprocity. They told the Ways and Means 
Committee that 88,000 Federal employees should be paying the city 
$3,100,000. We checked into that fact through the Civil Service 
Commission and finally beat that figure down and found 50,000 should 
be paying them approximately $1 million or less. 

I question claims by the city. I do not believe this wage tax is 
needed to the extent the city of Philadelphia would have us believe. 
I might point out, to strengthen my belief in that, what better proof 
do we have than the city of Philadelphia’s claim it has so many ques- 
tions and no one has the answers. 


pane today more people are behind the bars in Moyamensing 
rison 





Senator Dopp. You know we are not inquiring as to how the affairs 
of the city of Philadelphia are conducted, we are more interested in 
the proposition as a general proposition, and it will not help very 


oe to get into whether Philadelphia is being run the way it should 
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Mr. Deving. May I say this, sir 

Senator Dopp. Yes. 

Mr. Devine. That we take this small section, like Philadelphia, and 
as we are told by the city, these problems are the same all over. So it 
exists this way in Philadelphia 

Senator Dopp. Are you sure that every city is run the way you think 
Philadelphia is run ? 

Mr. Devine. Well, I know that they all have these problems. 

Senator Dopp. What do you know about Hartford ? 

Mr. Devine. I do not know about Hartford. I know about. Louis- 
ville, I know about Denver, I know about. Johnstown. 

Senator Dopp. I am sure you do not know about a lot of cities, but 
you are reckless in saying all of these cities are badly run, and I do 
not think the subcommittee is particularly interested in that. We can 
get bogged down in the difficulties of cities, city by city, but our prob- 
lem is much broader. We are tr ying to find the solution to an overall 
problem. 

While I understand your concern about your particular city, it does 
not help us very much. 

Mr. Devine. I am sorry if I conveyed the impression I was trying 
to say the city of Philadelphi: vis not well run. Iam questioning the 
wisdom behind this tax situation; that is what I am questioning. I 
know that out in the State of Washington, throughout the State of 
Washington, there is a tax rebellion on. We have it up in Boston, 
and now we have it in Johnstown, Pa., and we have it in Allentown. 
Pittsburgh does not have it because they have a more sensible approach. 

We have trouble in aan ille; we had trouble in Denver. In every 
city where this thing is levied there is trouble with respect to the tax. 

Senator Dopp. You understand, Mr. Devine, that. we are trying to 
find a solution to the problem of a State taxing for income purposes 
a nonresident who works in that State. 

Mr. Devine. Well, we can point to Indiana and Kentucky, who 
have resolved the problem, and Maryland and the District of Co- 
lumbia, who have resolved the problem, but there is no constitutional 
protection for those who will not use a commonsense approach to the 
problem, and that is the vital issue. Would you agree ? 

Senator Dopp. Well, thank you very much. 

(Mr. Devine’s prepared statement is printed below :) 








STATEMENT OF THE WAGE TAx PROTEST LEAGUE OF NEW JERSEY, INC. 


Mr. Devine. My name is Fred Devine. I am an employee of the Philadelphia 
Naval Shipyard with approximately 20 years service and chairman of the pub- 
licity committee of the Wage Tax Protest League of New Jersey, Inc. I am 
appearing before your committee on behalf of our league to express the earnest 
desire of the membership that the Congress of the United States enact a con- 
stitutional amendment to prohibit the taxation of nonresidents by the various 
States. 

The Wage Tax Protest League of New Jersey, Inc., has for 17 years been 
engaged in a bitter struggle with the city of Philadelphia over this type of 
taxation. It is our sincere belief that we can assist this committee, through 
our experience, in the abolition of this unfair, unwarranted, and regressive 
means of raising revenue. 

Before proceeding, perhaps it would be advisable to clarify several points. It 
might be said that in our case we are concerned only with a municipality. That 
is true, but we must remember the municipality is only using this means of 
taxation because, and only because, the State of Pennsylvania does not choose 
at this time to use this method. Should the State of Pennsylvania levy a wage 
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tax, then the Philadelphia tax would cease. Philadelphia is using a State tax 
at the municipal level. The question of the type of tax may be injected into 
the committee’s deliberations. Is the tax a wage, an income, or an occupational 
license tax? Itis all three. No, it is none of these. In the city of Philadelphia 
the tax is labeled a property tax and not to be construed as a wage tax. It is 
also called a wage and an income tax. The tax is labeled by that name which 
jis most advantageous for the taxing authority. For instance, the city of Louis- 
yille’s tax has been called an income tax by the Supreme Court of the United 
States, but it has been labeled an occupational license tax by the Superior Court 
of the State of Kentucky. There is a constitutional ban in the State of Ken- 
tucky against income taxes levied at the municipal level. It hangs by a thread 
jn Louisville. The same constitutional ban exists in the State of Colorado, and 
the supreme court of that State put an end to the desire of the city of Denver 
to enact a wage tax. In very strong terms the supreme court of that State 
had this to say: “Denver and other home-rule cities in the State were not 
medieval city-States with plenary powers which bar the State from any form 
of supervision or control. Neither expediency nor public need nor a small amount 
of tax will justify a disregard of the constitutional and legal rights of tax- 
payers.” Denver was forbidden the right to levy its tax. The court expressed 
fear of permitting a veritable tax jungle of separate city income taxes which 
could harass and overburden the taxpayer. Such a tax jungle does exist between 
the various States; and if not brought to an end, the jungle will become more 
dense and impossible to clear. 

In the Philadelphia wage, income or occupational license tax, call it what you 
choose, we have a fine example of the evils of taxation without representation. 
Let us consider the Philadelphia levy as merely loaned to the city by virtue and 
only by virtue of the fact that the State of Pennsylvania does not choose to 
exercise its prerogative. By throwing the spotlight on a small segment we can 
perhaps get a better picture of the whole. 

As I go into some detail with respect to our particular fight, picture with me if 
you will, some 500 residents of Pennsylvania recently assembled in an auditorium 
in West Chester, Pa. They were meeting to organize for a fight against the 
Delaware State income tax. Their attorney holds up the tax form. He speaks, 
“At this point insert ‘Paid under protest’,’ the attorney said, “if we win you 
will get your money back.” 

On June 3, 1958, in Trenton, N.J., we were told, and again in Philadelphia on 
August 16, 1958, that taxation without representation, long believed by the 
American people to be a basic American principle, was just a Revolutionary War 
slogan. In declaring our freedom from the British Crown a Declaration of 
Independence was submitted to the world setting forth the principles upon which 
the Colonies should be free and independent States. One line in that document 
reads, “For imposing taxes on us without our consent.” If this then was just a 
slogan, what can we consider all remaining lines in that document to imply? 
For instance, let us consider the two lines immediately following, (1) For 
depriving us in many cases of the benefits of trial by jury; and 
porting us beyond the seas to be tried for pretended offenses? 

On June 15, 1950, hearings were held before a committee of the United States 
Senate on a bill to alleviate this unfair taxation. The Wage Tax Protest League 
of New Jersey then, as now, was presenting its case. Two questions were raised 
at that time with respect to the Philadelphia Naval Base situation ; 

(1) Senator Withers speaks, “It is so confusing, we need to know whether or 
not Philadelphia has actual jurisdiction over the island.” 

(2) Senator Kefauver raised this point, “I take it that question was raised in 
the petition for certiorari in the Supreme Court. I do not know whether that 
was specifically adjudicated or not. If there was some way of getting that 
question before the Federal courts, it would be a different matter.” 

We are pleased to note that Senator Kefauver is a member of this committee. 
Seven long years would pass before, on March 30, 1957, the Secretary of the Navy 
would grant us the right to find or attempt to find the answers to the questions. 
The Secretary of the Navy, in granting us the right to a test case wrote, “Upon 
further consideration of the matter, I have reached a decision that regardless of 
the nonconcurrence of the city officials, it will be in the best interests of the Navy 
to give the employees an opportunity to attempt to have this matter resolved by 
a Federal court. It is therefore directed that when an appropriate case presents 


itself, involving a New Jersey resident, arrangements be made for service at 
some place within the shipyard.” 


(2) for trans- 
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A great many claims have been made by the city of Philadelphia to justify or 
rationalize its tax on nonresidents. The most prominent one is that we should 
pay for municipal services. A close second is the belief that we should be taxeq 
in order that the city of Philadelphia can maintain its low real estate tax rate 
at our expense. With respect to services we have this statement by a shipyard 
commander, “With respect to your inquiry as to what services the city of Phila- 
delpiha furnishes either New Jersey residents who are shipyard employees or the 
Philadelphia Naval Base itself, I regret that I am not able to either enumerate 
or evaluate any possible services the city of Philadelphia furnishes Shipyard 
employees who are residents of New Jersey.” 

The arrest of the New Jersey resident, on United States sovereign soil, took 
place on October 9, 1957. The prisoner was taken immediately and directly to 
the Federal district court in the city of Philadelphia. The hearing was held and 
in a matter of approximately one-half hour the prisoner was released on a writ 
of habeas corpus in the custody of his attorneys. 

‘Two very, very significant things occurred. The city injected a technicality into 
the case, “We had not exhausted all means at our disposal in the State courts.” 
And secondly, the assistant solicitor for the city stood before the court and with 
outstretched arms admitted the only way the city could collect was by the use 
or the threat of the use of the jail cell. The court remarked there may be a 
violation of the fourth amendment present. This is a Bill of Rights Amendment. 
Our case proceeded through the courts up to the Supreme Court of the United 
States and once again, in January of this year, we were turned back. The 
Supreme Court dismissed our petition on the grounds we had not exhausted all 
means at our disposal in the State courts. The city told the Supreme Court of 
the United States that Mr. Thompson had the same speedy and efficient justice 
in the State courts as he had in the Federal courts. On March 23, 1959, the 
defendant was remanded to the State courts by the Federal court. He was im- 
mediately taken into custody by the Philadelphia deputy sheriffs and whisked 
to city hall where a writ of habeas corpus was filed. We were once again at 
the bottom of the legal ladder, without a definite decision in our case, based 
solely on its merits. Philadelphia-style justice began to operate. Shunted 
through 7 judges, 1 night in Moyamensing Prison and 26% hours later the 
prisoner was released on his own recognizance and thus escaped another night in 
the Moyamensing Prison wage tax jail cell, the “Wage Tax Bastille.” 

Two days hence, once again George E. Thompson, resident of Audubon Park, 
N.J., will stand before the bar of Justice. He will stand before the municipal 
court in the city of Philadelphia. A judge of this court told me and two co- 
workers on May 14, 1958, that he was prejudiced for the wage, income, or occupa- 
tional license tax. On April 17, 1959, the wheels of justice will once again begin 
to turn and this direct descendant of Charles Thomson, Secretary of the Conti- 
nental Congress from 1774, the year after the Boston Tea Party until 1789, the 
year the Constitution of the United States went into effect, will ask the courts 
to reaffirm that “Taxation Without Representation” is still a principle and not 
a slogan. He will once again stand at the door of the Supreme Court of the 
Nation and lightly rap, praying to be admitted, that he be given a definite yes 
or no. 

“Taxation Without Representation,” what is this principle, and principle it is, 
that is deeply imbedded in the belief of the American citizen. Have we for 
many years merely been looking at, rather than through the principle? Can 
we, the Wage Tax Protest League of New Jersey, Inc., show to the committee 
just how bad thinking can lead into a regressive state? We believe we can. 

Regardless of the size of the political subdivision the thinking remains the 
same. Are we not told that in any difficulties with which we are beset, it is the 
same all over? Where we cite Philadelphia we can insert any county or State 
and the same will hold true. 

In speaking on the subject of the wage, income, or occupational license tax, 
representatives of the city make many conflicting, contradictory statements. A 
city representative speaks, “There are many illustrations of taxation without 
representation which apparently do not seem to irk the general population. 
What I am trying to point out is that the principle of “taxation without repre 
sentation” is a slogan and not necessarily justification for the stand taken by 
the navy yard workers.” 

“In this very same statement we have ‘taxation without representation’ called 
a slogan and a sly admission that it is a principle. One word in the statement 
is the key word, ‘we are irked.’ ” 

In the year of 1955 some 67 naval base workers, all residents of the State 
of New Jersey answered the summons to be arrested for nonpayment of the wage 








y or 
ould 
xed 
rate 
yard 
hila- 
r the 
rate 
yard 


took 
ly to 
| and 
writ 


’ into 
irts,” 
with 
e use 
be a 
ment, 
nited 

The 
-d all 
irt of 
ustice 
), the 
is im- 
isked 
lin at 
based 
unted 
r the 
ght in 


Park, 
icipal 
vO €0- 
scupa- 
begin 
Conti- 
89, the 
courts 
nd not 
of the 
te yes 


e it is, 
ve for 
» Can 
mittee 
an. 

ns the 
is the 
> State 


se tax, 
nts. A 
vithout 
ilation. 
- repre- 
ken by 


’ called 
tement 


p State 
le wage 


TAXATION BY STATES OF NONRESIDENTS 69 


tax. They were summoned there by the use of a thing called a capias, a suit 
jin asumpsit. Recently two Philadelphia lawyers commented on the capias; 
“They (the city) have a right to use a capias, which is a procedure for arrest- 
ing you and hauling you in and throwing you in jail, one of the few procedures 
for debtor’s prison contrary to the Constitution, I don’t mean that it’s unconsti- 
onal.” 

re are being misused by the city of Philadelphia in this tax matter. Money 
is being taken from us and used for purposes beyond reason, taken from us and 
turned against our fellow Americans, citizens of the city. A Philadelphia coun- 
cilman has stated, ‘We must be careful and we must be sure in how we spend 
this 50 millions of dollars in Eastwick. Nonresidents who pay our wage tax 
get rather upset and if we are not careful and we are not sure, a favorable 
Governor will sign a bill and we will lose it.” 

Who? What? When? Where? Why? Given the answers to these ques- 
tions a story can be written. To the questions who, what, when, and where we 
pave always had the answers. Why has been most elusive. 

Let us continue to probe the thinking behind the taxing authorities. The 
needs of the State supersede the commonsense, legal, and constitutional rights 
of the individual. It was on April 10, 1957, that I engaged in a discussion 
with a representative of the city government. I called his attention to the 
fact that his city can levy a wage, occupational, or income tax without limit 
on the residents of the State of New Jersey who work in the city of Philadelphia, 
put residents of the city of Philadelphia are free to work in New Jersey without 
tax on their earnings. The gentleman’s reply stunned me, “Why doesn’t New 
Jersey put a tax on them?” 

The Governor of the State of New Jersey raised this precise point in a TV 
discussion with the Governor of the State of Pennsylvania. 

Said the Governor of New Jersey to the Governor of Pennsylvania, “I can 
appreciate your explanation, Governor, but I would hope to get from you the 
concession that your Pennsylvania people come over to New Jersey, work under 
very happy conditions and we graciously give it to them without any tax.” 
Certainly in the case of the naval shipyard where people move from New Jersey 
tothe shipyard and back and never avail themselves of any Philadelphia services, 
think it’s rather unfair to collect the tax.” 

“Well I think the same thing is true, Governor, if somebody buys liquor in 
New Jersey,” said the Governor of Pennsylvania, “and drinks it in Philadelphia, 
they haven’t taken very much advantage of your services.” 

On May 14, 1958, I put the question once again to a member of the Philadel- 
phia city government, this time to a member of the judiciary. I cited the fact 
that many Philadelphians work in the Pennsylvania borough of Prospect Park 
and leave nothing there for services. The answer was the same. “Why doesn’t 
Prospect Park put a tax on them,” the judge stated. This was the judge who 
told us he was prejudiced for the tax. 

A resident of the city of Philadelphia works in the State of Delaware. 
He pays a large income tax to the State of Delaware, about 8 percent. He 
js assessed 1144 percent by his own city, which can go up, (and this is on the 
gross), and an as yet undetermined amount in increased sales tax to the State 
of Pennsylvania. He pays Federal income tax. This American citizen cannot 
appeal to his own elected city officials for help. What would he hear? “It’s 
all right for Camden, Prospect Park, the State of Delaware to tax you.” How 
much can the horse be whipped? We are told by a Philadelphia legislator that 
the wage tax rate is so low. It is not a low rate. It represents 50, 75, 100 
percent of the amount the nonresident pays to his home community for all 
services received. The Pennsylvanian and New Jerseyite working in the State 
of Delaware can pay 1% times and more to the State of Delaware than they 
fay in their home communities. 

When the American people have reached the state where they are reduced 


| chattel, collateral, so to speak, fair game for any taxing body clever enough 


to get its hands on them then it is time to admit the problem is grave, come 
to believe something must be done about it and make a decision to stop the 


| practice. 


The happy mayor of the city of Denver scrawled his signature on the 1-day- 
id income tax ordinance. “Now we can give the people the services they want 
id demand,” he exclaimed. Did the people of Denver want and demand those 
wrvices? They circulated petitions and held a recall election and threw the 
‘ax out on December 17, 1957. Not one cent was ever collected. A member 
wt the Philadelphia Chamber of Congress told the House Ways and Means 
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Committee on August 27, 1957, the question of whether the Philadelphia Wage 
tax was right or wrong was unimportant. It was simply a matter of efficient 
collection. 

The major difficulty with respect to this problem is its close proximity ty 
money. It creates fear, hate, and resentment. It hurts the taxing authority 
levying the tax. There is less animosity in the city of Pittsburgh with respect 
to the tax than there is in the city of Philadelphia. Pittsburgh, despite jtg 
1 percent limit and low rate of one-half percent is not free of resentment. From 
the Johnstown, Pa., Tribune-Democrat we read, “I would like to know what 
happened to the tax money we paid for working in the city before. If gnep 
taxes were put on again, I, for one, would stay out of Johnstown and if other 
suburbanites felt the same way the city would lose around 50 percent of jts 
business.” The writer was speaking of conditions before reciprocity freeg 
the nonresidents. Reciprocity exists in every community in the State of Pepp. 
sylvania with the single exception of the city of Philadelphia. Residents of 
the State of New Jersey working in the city of Philadelphia have no choice, no 
defense. However, a city official appears before the House Ways and Means 
Committee and states that he knows of no better example of the need of reciproe. 
ity than the city of Philadelphia. Perhaps some of you gentlemen have at one 
time or another heard their plea for fair play. 

This tax situation has given rise to the coinage of quaint names for the out. 
landers working in the city. We are known as Phil-suburbies. We have not as 
yet used it but it seems to me that the appropriate name for the city folk 
working in the periphery would be Suburby-Phil. In the city of Denver the 
nonresident is known as a daylight citizen. 

On June 3, 1958, in Trenton, N.J., before the Commission on Out-of-State 
Taxation of New Jersey Residents, a member of the New York State Assembly 
has this to say: “As I said, my friends say ‘If you relieve nonresidents of some 
of their taxes that means that we have to pay more.’ Well, immediately that 
might possibly be true, but I feel that in granting to nonresidents a better break, 
more equitable treatment in the application of our present tax laws, we will 
eventually benefit by it—New York will eventually benefit by it and that there 
will flow back to New York an equal amount of tax dollars through, perhaps, 
the greater effort made and the greater contributions made by nonresidents 
toward the economy of New York City. Of New York State, thus creating 
greater tax dollars.” 

We are happy to note that New Jersey residents working in New York will 
be given a larger exemption but will still be required to pay a tax in excess of 
that paid by New York residents. But that is not good enough. They should, 
and of right, ought to be free of any liability for the New York State tax. We 
offer this additional quote by the same above-cited assemblyman: “And if you 
should stand in the Pennsylvania Station at 8 o’clock in the morning or at 5 
o'clock at night, or in the Hudson Terminal, or at the ferry docks, you will be 
surprised and amazed at the number of New York residents that work in New 
Jersey. I am told by certain members of the Port Authority of New York 
that the amount is almost equal.” 

Is it not only right that in a situation such as this, where equal numbers of 
people form a counterflow that they should cancel each other out? (As an 
interesting sidelight may I eall to your attention the fact that New Jerseyites 
and other nonresidents working in the Pennsylvania city of Bethlehem pay 
wage, income or occupational license tax double the amount paid by residents 
of that city.) 

Where are we headed with respect to this promiscuous chase of the tax dollar 
in America? Government must furnish more and more services, we are told. 
Is there a point beyond which government cannot go, should not go? Where 
does this law of diminishing returns begin? A displaced resident of the East- 
wick section of the city of Philadelphia recently towed a 50- by 30-foot ranch- 
type home down Philadelphia’s main throfare, thence over the Walt Whitman 
Bridge to Runnemede, N.J. Nine Philadelphia expatriates will henceforth 
reside in Jersey. The city has lost more of its real wealth, its most precious 
possession, people. Philadelphia will cry for more billions from Washington, 
more millions from Harrisburg. The vicious cycle will continue. 

The tax revolt is spreading. The State of Washington is a recent entry. A 
New Hampshire resident on April 7, 1959, entered the Charles Street jail in 
protest against “taxation without representation.” Yes, he entered the Charles 
Street income tax jail cell in Boston, Mass., city of the Tea Party. 
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Philadelphia cries out, “We are becoming a ghost town.” History is a diffi- 
mit teacher. One hundred years ago Newburyport, Mass., cried out that it was 
pecoming a ghost town, 500 of its citizens had left for the West. At the same 
time, in the West, San Francisco cried out that it was becoming a ghost town. 
Byverybody was leaving for the gold fields in Canada. - The Philadelphia Evening 
Bulletin in an editorial titled, “Suburbia, Circa 1682,” tells of a chap named 
pent who advertised widely in Europe for his new building lots between the 
Schuylkill and the Delaware Rivers. The editorial list concluded, ‘‘And in 
those days that was really the suburbs.” Can we not hear the Lord Mayor of 
London ery out, “London is becoming a ghost town.” 

An official of the city of Philadelphia has recently stated, “We must take 
positive, bold, imaginative steps to stop the decline of the city.” 

Can we conceive a more positive, bolder, more imaginative step than the 
dimination of the tax jungle and a return to commonsense living? 

For myself and for the Wage Tax Protest League of New Jersey, Inc., I thank 
the committee for its time, its indulgence and for its consideration of our prob- 
jm. We sincerely plead that immediate action be taken to amend the Con- 
stitution of the United States in this tax matter. ‘Wherefore the present time is 
the true time for establishing it,” is a quote from a famous composition that 
helped to inspire the Declaration of Independence. Less than 6 months after 
the statement was made, Thomas Jefferson composed the document. Can we 
restore the principle of “taxation without representation” to that declaration? 

May I close with another question? “Taxation Without Representation,” 
slogan or principle. Gentlemen, what do you think? 

Wace TAx PRroTEST LEAGUE OF NEW JERSEY, INC., 
CLYDE L. STURTEVANT, President. 

Rosert M. LuTNER, Vice President. 

GEORGE A. FRIES, Secretary. 


Mr. Fensterwacp. The next witness, Mr. Chairman, is Mr. Ray- 
mond H. Ross. Will you come forward, sir, and give us your name 
and address and your official position ? 

Senator Dopp. Counsel, I think at this time it would be particularly 
appropriate to have inserted in the record a statement by Senator 
Clark of Pennsylvania, concerning the situation in Philadelphia. 

Mr. Fensrerwatp. Thank you, sir. 

(The statement referred to follows :) 


STATEMENT OF SENATOR JOSEPTI S. CLARK 


I believe the resolution offered by the senior Senator from New Jersey, pro- 
psing a constitutional amendment to prohibit the States from taxing salaries 
earned therein by nonresidents, to be both undesirable and unsound. Far 
from finding that the taxation of nonresident wage earners is discriminatory or 
mreasonable, I am convinced of the fundamental fairness of and necessity for 
such taxation. 

As former mayor of the city of Philadelphia, I became familiar with the opera- 
tion of the city’s wage tax imposed upon all individuals earning their livelihood 
within the city, regardless of their domicile or place of residence. This expe- 
rience has provided me with ample circumstances and reason to support the 
validity of such a tax. 

The out-of-Stater who daily commutes to his job in Philadelphia enjoys, in 
common with the citizens thereof, the general public facilities and services 
which the city provides. The pervasive scope of these benefits may be suffi- 
tently indicated by the following few illustrations. 

Our out-of-State wage earner travels to his place of employment along Phila- 
delphia’s well-paved and well-maintained thoroughfares pursuant to an efficient 
plan of traffic control. Or, instead, perhaps he uses the high-speed public 
transportation facilities which the city either owns or supports. He arrives at 
his place of work, which itself is likely to be the result of Philadelphia’s con- 
tinuing efforts to attract, maintain, and develop industry. While he attends to 
his job, our commuter is protected round the clock by a justly famed fire de- 
Mrtment and a competent, effective police force. Returning home in the eve 
ting, he can be sure of well-illuminated streets. 

All of these, and many more services, which we have come to expect a modern 
netropolis such as Philadelphia to provide and which our out-of-State commuter 
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enjoys, must be paid for from the tax revenues of the city. Presently, the nop. 
resident users of the city’s services contribute their share of taxes but if the 
proposals of the resolution were to become part of the law of the land, Philg- 
delphia’s taxing authorities would be confronted with a serious fiscal problem 
which could only be resolved by substantially increasing the tax burden of the 
residents. 

The importance to the city of its wage tax upon nonresidents is suggested by 
a 1956 survey made by the U.S. Census Bureau, which found that approxi. 
mately one out of every four heads of households domiciled in the three New 
Jersey counties immediately adjacent to Philadelphia earned their livelihood 
within the city. And studies by the department of finance of the city of Phila- 
delphia for the same year disclosed that 25 percent of the total revenues gep- 
erated by the city’s wage tax, amounting to some $14 million was contributed 
by these out-of-State residents. 

Certainly a significant financial problem would be created for the city should 
the out-of-State commuter be permitted to free-load at the table of the city'y 
provisions. I think you will agree with me that the nonresident is not deserving 
of constitutional immunity, at the expense of the resident, from paying his fair 
share of the local tax burden. 

For these reasons, then, I am opposed to Senate Joint Resolution No. 67, in 
which opposition I ask the concurrence of this committee. 


STATEMENT OF RAYMOND H. ROSS, LEGISLATIVE AND LEGAL 
CHAIRMAN OF THE WAGE TAX PROTEST LEAGUE OF NEW 
JERSEY 


Mr. Ross. My name is Raymond H. Ross, I am legislative and legal 
chairman of the Wage Tax Protest League of New Jersey, and | 
have a very short statement here protesting the imposition of State 
and municipal income-taxes (on earned income) without the consent 
of the governed, and/or the validity of Congress. 

Our league appreciates the opportunity to appear and present to 
you reasons which have plagued, tormented, and, in many cases, de- 
prived a free people the right to work, unless contributions are made 
(in the guise of wage taxes) to political organizations while denied any 
voice or vote in the control of their operations. 

The form of tax being considered could best be demonstrated if 
you could have all the Governors present stand with their hands in 
each other’s pockets, then in concert pledge allegiance to our flag. 

When concluded and their hands withdrawn the possessions of each 
should be unchanged, likewise if all State and municipalities provoked 
this revolting method of raising revenue they will eventually find their 
gains little if anything. 

It has been the concerted efforts of our league since the 82d Con- 
gress for the enactment of legislation to clarify or change if necessary 
the Constitution regarding taxation without representation, a primary 
principle, of our form of government. 

However, further studies reveal two possible reasons exist which 
should be thoroughly explored before tampering with our country’s 
most sacred documents that embody the fundamentals by which this 
country matured and was made fit for world leadership. 

I believe it can be found that it is unconstitutional for any State or 
municipality to impose a tax or duty on the people exported by the 
government, or established businesses of one State, to enter into other 
States to perform legitimate services or labor. 

Senator Dopp. Let me interrupt. You say it is unconstitutional, 
but do you have any concrete proposals as to how we could resolve 
the problem ? 
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Mr. Ross. If you will permit me to go on, this may explain it to a 

ertain degree. 
“() In _ with article I, section 9: “No tax or duty shall 
be laid on articles exported from any State.” Webster’s New Inter- 
national Dictionary—*‘articles” are defined as: “Articles of human 
labor or duty,” also “articles of the Navy,” etc. Therefore articles of 
labor are rightfully free of any impost or taxes. ' en 

(2) In the amendments of the Constitution, article V, which is 
very popular these days, concludes with the stipulation “Nor shall 
private property be taken for public use without just compensation. r 

Many of our people have been subjected to wage, income or prop- 
erty taxes without any compensation or services of any kind; others 
with services of variant degrees but certainly not to the extent avail- 
able to the citizens of the States or municipalities enduring such laws. 

At this point I might add that I know of no place where wage or in- 
come tax ordinances or laws have been validated by the vote of the 
people. ' 

We, too, should remember the first commandment of the Soviet— 
“Deliver what is due to the state.” It is not the worker who counts 
but the well-being of the state. After the state has been nourished it 
will in its time nourish its citizens. 

Communism robs man of all his dignity and liberties. Taxation 
without representation if permitted to continue, will lend support to 
the inferior type of political influence which will in time make greater 
inroads into the principles of our country. 

It is ironical, too, that in Philadelphia, where the Declaration of 
Independence was signed, they should brag of creating “Income Tax 
Regulations and Ordinance” as another Philadelphia first. 

This ordinance of 1939 was perfected to the satisfaction of city 
council by their deputy city solicitor who, as a young boy, came to 
this country from Russia. He was educated in Philadelphia and 
following his death was honored as one of the city’s most valued 
officials; and the ordinance was cited as one of his best legal 
accomplishments. 

I bring this to your attention to show what can and has happened 
in the city where our democracy was born. This city known as the 
Cradle of Liberty should be the last and not be first to abandon 
“taxation without representation” as a principle; especially while 
begging Government and State funds to perpetuate the historic 
shrines—including Independence Hall and other buildings in the sur- 
rounding areas. 

For these reasons our league heartily approves Senate Joint Resolu- 
tion 67 and its related measures under consideration and hope they 
will receive a favorable report by your committee. 

Senator Dopp. Thank you very much, Mr. Ross. 

Mr. Ross. If you will permit me, Mr. Chairman, I would like to 
make part of the record two news articles from Philadelphia news- 
scat regarding the city’s jurisdictional powers inside the Phila- 
delphia Naval Base; which I think are germane to taxing powers. 

(Excerpts from newspapers submitted by Mr. Raymond Ross:) 


{From the Philadelphia Evening Bulletin, Jan. 10, 1954] 


It doesn't often happen, but the other afternoon you couldn't tell the prosecutor 
from the defense in Judge Harold D. Saylor’s courtroom—not even with a score- 
card. For all practical purposes, they were the same. 
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Star role in this neat feat was taken by hard-working Assistant District 
Attorney John Carey, who took the unique position that he shouldn’t win g 
victory with a dubious case, 

Two Navy yard workers were involved in the case—prosecuting each other 
over a fight that started when they crowded each other’s cars in a passing contest 
on Broad Street on their way to work. Big guy beat up little guy, but eae, 
made charges against the other. Judge Saylor found the little guy not guilty 
of beating up the big guy, then asked Carey his opinion of the other case. : 

“I don’t think this court has jurisdiction, Your Honor,” Carey told the gyr. 
prised judge. “This happened inside the Navy yard and that’s under Federg] 
jurisdiction.” 

Praising Carey for his fairness, Judge Saylor asked the lawyers to file briefs 
Sure enough, when Carey showed up a couple days later, he was able to show 
that a 1945 act of the legislature ceded Navy yard territory to Federal contro|— 
and Judge Saylor turned the big guy free. 


[From the Philadelphia Evening Bulletin, Jan. 11, 1954] 


A PHILADELPHIA FIRST 


Generations of Philadelphians lived their lives hearing how wonderfully 
other cities did things. About 90 miles was the magic distance. If a city was 
90 miles away, like New York or Baltimore, everything it did supposedly re- 
vealed Philadelphia’s backwardness. 

But despite its detractors, mostly local, Philadelphia had its important firsts, 
and one of them was the city wage tax. It took municipal experts a long time 
to comprehend that Philadelphia could levy an income tax without special per- 
mission from the legislature; that no vote of the people was necessary; and 
that the legislature imposed no limit on the rate. 

Although the tax on wages long antedated the 1949 Home Rule Act, the 
city has no more important home-rule power than the taxing rights it got in 
the Sterling Act of 1932. 

Several other cities have imitated Philadeiphia’s income tax, and many more 
have studied it and wished they could do likewise. And now there is a wage 
tax ordinance before Pittsburgh’s council. 

Part of the Philadelphia story is the ingenuity with which, in the early days, 
the city’s law department worked out collection techniques—techniques which 
with amazing regularity resisted challenge in the courts. If Pittsburgh de 
cides on such a tax, it will find that much of the exploratory work has been 
done for it. For this service there will be no charge. 


[From the Philadelphia Evening Bulletin, Feb. 13, 1954] 
CALLS HUMAN LABOR A COMMODITY 


United Mine Workers Chief John L. Lewis (January 26) accused President 
Eisenhower of embracing the long-discredited doctrine that human labor is a com- 
modity or article of commerce. 

The fact is that labor power is a commodity. For when the laborer sells his 
commodity, labor power, he actually sells himself (even if it is only by day or 
week), since he cannot send his labor power to the plant or office while he re 
clines at home or goes gallivanting all over Europe. And all commodities, we 
all know, are bought and sold in their respective markets. 

The very phrase “employees shall have the right to organize and to bargain 
collectively” means purchase and sale of labor. Isn't that what John L. Lewis 
does—bargain—when he sits down at a table in a nice cozy room—while thous- 
ands of coal miners are using their labor power digging coal—to discuss the 
price (wages) of labor? 

it is true then that labor—human labor—is a commodity, and no gobbledygook 
is going to hide that fact.—Lovu1Is KoNowAL. 





[From the Philadelphia Inquirer, May 9, 1954] 


A move has been instituted to curtail the removal of cartons of State tax- 
free cigarettes from the Philadelphia Naval Base, it was disclosed yesterday. 
Acting on complaints from the Pennsylvania Department of Revenue and the 
New Jersey Treasury Department, Rear Adm. Ernest Bon Heimburg, 4th Naval 
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pistrict commandant, said personal property passes would no longer be issued 
for removal of cigarettes purchased at cafeterias and canteens at the base. 


PRIVILEGE ABUSED 


A spokesman said revenue officiais complained “the privilege of buying State 
tax-free cigarettes is being abused by some of the personnel.” 
At the same time, Admiral Von Heimburg pointed out the regulation did not 
prohibit the military and civilian personnel from carrying on their persons 
cigarettes permissible under Pennsylvania and New Jersey laws. 
The actual saving for the carton buyers is 40 to 60 cents a carton. Their 
saving comes mainly from the fact their purchases are exempt from the State 
tax of 4 cents a pack. However, they must pay the 8-cent Federal tax. 


$1.80 PER CARTON 


Popular-priced cigarettes are sold in stores throughout the city at $2.40 a 
carton unless they are purchased at cutrate stores, where the price is around 
$2.20. The price per carton at the base is $1.80. 

The spokesman said the reason for the sale of the cigarettes without the 
State tax was because the base was not considered Pennsylvania territory but 
a Government reservation and not subject to the tax [Capt. J. J. Hourihan, 
Operations Officer District (spokesman) ]. 

However, the large saving is by seamen and workers on ships arriving from 
outside the 3-mile continental limits. On ship sea stores the Federal tax is 
not charged and a carton may be purchased for 90 cents. The number of car- 
tons that may be purchased, the spokesman pointed out, is not limited. 


200-CIGARETTE LIMIT 


Admiral Von Heimburg’s regulation does not prohibit sales of cigarettes by 
the carton, the spokesman said, so long as they are not removed in illegal 
quantities from the base. 

Persons carrying out packaged goods must get personal property passes in 
order to pass the gates. The laws in the two States make it illegal to possess 
more than 200 untaxed cigarettes. 

The Beacon, naval base publication, warned that fines ranging up to $25 per 
carton could be imposed on persons violating the tax laws in the two States. 


[From the Philadelphia Evening Bulletin, Dec. 8, 1954] 


BaRkR Hats TALK OF INCOME Tax—SaAys DeMocrRATS WILL Nor ENactT 
STATE LEVY 


HARRISBURG, December 8.—Democratic State Chairman Joseph M. Barr last 
night squelched reports that his party plans to enact a State income tax based 
on Federal tax returns. 

Under the purported measure, Pennsylvanians would be taxed a flat 10 per- 
cent of their Federal income tax. A similar plan advanced by Republicans in 
the 1951 session was held to be unconstitutional by Attorney General Robert E. 
Woodside. 

“I don’t think such a tax would be constitutional,” Barr said on a television 
panel show. 

WOULD BETRAY CONSTITUTION 


“In fact, from my understanding of the uniformity provisions of the Consti- 
tution, such a tax would absolutely betray the Constitution.” 
Barr said the Democratic Party would begin drafting tax legislation only 
after a lengthy scrutiny of budget requirements and available levies. 
“I don’t agree with Budget Director (Edward B.) Logan that we'll need 
$351 million in new money by letting the sales tax lapse. 
“I think we can make a lot of economies. Certainly, there are a lot of State 
jobs that we can get along without.” 
The Pittsburgh State senator said the incoming Leader administration plans 
to pass any emergency legislation needed and then call a lengthy recess while 
a committee goes to work on the tax problem. 
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[From the Courier, June 19, 1959) 



































































PENNSAUKEN. 


Wace Tax THREATS ANGER TAXPAYER—OPEN LETTER TO His HONor, RicuHapp. 
SON DiLwortH, MAyor OF PHILADELPHIA 


Perhaps I should open this letter with “When in the course of human 
events * * *” but I fear I would be doing the British an injustice to so honor 
your piratical vassalage. 

Two years ago I changed positions from one where the wage tax was deducted 
to one where it was not deducted. I therefore notified city hall so that I would 
receive the necessary forms to pay the wage tax. This brought on my first 
encounter with the government of the City of Brotherly Love. The response 
I received for my good intention was, in essence, a threat. In so many words. 
the letter from city hall stated that the City of Brotherly Love had recently 
discovered that I was working within its limits and must pay the tribute or 
suffer the consequences. This disturbed me a little, but since I knew the United 
States was not under the control of Moscow, I dismissed the matter as a faux pas 
of some inane city official. 

Recently I had my second encounter with “brotherly love” in the form of a 
notice that for the year 1957 I owed an additional $7 and some cents plus interest 
and penalties. I returned the statement with a note to the effect that our figures 
did not agree. I was naive. I expected a courteous explanation for the discrep- 
ancy. I received instead a second threat which ordered me to pay up in 5 days 
or legal action would be taken. I understood this to mean I would be arrested on 
the street. 

I had never expected to encounter such inimical totalitarianism in this coun- 
try, let alone from the so-called seat of independence. Is that what we fought 
to preserve? God help us if such a cancer is allowed to spread. 

My new impression of your City of Brotherly Love is a city run by an arrogant 
political machine bent on milking the suburbanites of every cent possible with- 
out regard for human dignity. I am reminded of the suppression of the Hun- 
garians, the Poles, and the East Germans, and I can’t help wondering: Is this the 
kind of democracy for which you yourself fought? I think not, but, for heaven's 
sake, please show me. 

A. G. K, 


PREPARED STATEMENT BY RAYMOND H. Ross, CHAIRMAN, LEGAL AND LEGISLATIVE 
COMMITTEE OF THE WAGE TAx PROTEST LEAGUE OF NEW JERSEY, INC. 


Mr. Chairman and members of the committee, our league appreciates the 
opportunity to appear and present to you reasons which have plagued, tormented, 
and in many cases deprived a free people the right to work unless contributions 
are made (in the guise of wage taxes) to political organizations while denied any 
voice or vote in the control of their operations 

The form of tax being considered could best be demonstrated if you could have 
all the Governors present stand with their hands in each other's pockets, then 
in concert pledge allegiance to our flag. 

When concluded and their hands withdrawn the possessions of each should be 
unchanged; likewise, if all States and municipalities provoked this revolting 
method of raising revenue they will eventually find their gains little, if anything. 
It has been the concerted efforts of our league since the 82d Congress for the 
enactment of legislation to clarify or change if necessary the Constitution regard- 
ing taxation without representation, a primary principle of our form of gov- 
ernment. 

However, further studies reveal two possible reasons exist which should be 
thoroughly explored before tampering with our country’s most sacred documents 
that embodies the fundamentals by which this country matured and was made 
fit for world leadership. 

I believe it can be found that it is unconstitutional for any State or municipality 
to impose a tax or duty on the people exported by the Government, or established 
businesses of one State, to enter into other States to perform legitimate services 
or labor. 

(1) In accordance with article I, section 9-5: “No tax or duty shall be laid 
on articles exported from any State.” Webster’s New International Diction- 
ary—“article” are defined as: “Articles of human labor or duty’; also “articles 
of the Navy”, etc. Therefore, articles of labor are rightfully free of any impost 
or taxes. 
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2) In the amendments of the Constitution, article V concludes with the stip- 


ulation: ‘Nor shall private property be taken for public use without just 
compensation.” 

Many of our people have been subjected to wage, income, or property taxes 
without any compensation or services of any kind; others with services of vari- 
ant degrees, but certainly not to the extent available to the citizens of the 
States or municipalities enduring such laws. 


At this point I might add that I know of no place where wage or income tax 
ordinances or laws have been validated by the vote of the people. 

We, too, should remember the first commandment of the Soviet: “Deliver what 
is due to the state.” It is not the worker who counts, but the well-being of the 
state. After the state has been nourished it will in its time nourish its citizens. 

Communism robs men of all his dignity and liberties. Taxation without rep- 
resentation, if permitted to continue, will lend support to the inferior type of 
political influence which will in time make greater inroads on the principles of 
our country. 


It is ironical that Philadelphia, where the Declaration of Independence was 
signed, should brag of creating “income tax regulations and ordinance” as 
another Philadelphia first. 


This ordinance (of 1939) was perfected to the satisfaction of city council by 
their city solicitor, who, as a young boy, came to this country from Russia. 
He was educated in Philadelphia; following his death was honored as one of 


the city’s most valued officials; and cited the ordinance one of his best legal 
accomplishments. 


I bring this to your attention to show what can and has happened in the 
city where our democracy was born. This city, known as the Cradle of Liberty, 
should be the last and not the first to abandon “taxation without representation” 
as a principle, especially while begging Government and State funds to perpet- 


uate the historic shrines, including Independence Hall and other buildings in the 
surrounding areas. 


For these reasons our league heartily approves Senate Joint Resolution 67 and 
related measures under consideration and hope they will receive a favorable 
report by your committee. 

Senator Dopp. Thank you very much, Mr. Ross. 

Mr. Fensterwaup. Mr. Ross, before you leave, could you tell me 
whether Mr. and Mrs. Rowe are members of your organization 4 

Mr. Ross. Yes; they have our card, our membership card. 

Mr. Fensrerwatp. Have they arrived here ? 

Mr. Ross. Yes; Mr. and Mrs. Rowe are here. 

Mr. Fenstrerwap. I wonder if they would step forward, and, if 
you wish, you may sit at the table with them so you might be of 
assistance to them. 


STATEMENT OF MR. HARRY ROWE AND MRS. ROBERTA ROWE, 
MOUNT EPHRAIM, NW.J. 


Senator Dopp. We are glad to have you, Mr. and Mrs. Rowe. I 
will ask you to give your name, Mr. Rowe, and your address. 


Mr. Rowe. My name is Harry Rowe, 1209 West Kings Highway, 
Mount Ephraim, N.JJ. 

Senator Dopp. Raise your voice a little. 

Mrs. Rowe. He is a very soft-spoken man, so you have to pay 
attention. 

Mr. Rowe. 1209 West Kings Highway, Mount Ephraim, N.J. 

Senator Dopp. To be a soft-spoken man is a good asset. 

Mr. Rowe. Well there is not much I can say after Mr. Devine just 
finished. He spoke about these men being sent to jail for nonpayment 
of wage tax. Well, I happen to be one of the men that was picked up 
and sent to jail, and what he did not tell you was this: I honestly 

44708—59—— 6 
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believe that Philadelphia is getting very reckless and rather careless 
with their wage tax. 

In the cell with me was a man, and he remained that night. And 
the next afternoon his wife showed up, and she had a receipt to prove 
he was paid up to date. That was the second time that I know of, and 
I do not know how many cases I do not know of, where a man has 
been jailed for practically nothing. 

Now, as I stated in a letter once before, I think a city the size of 
Philadelphia is getting rather careless when they do not even know 
whom they are supposed to jail and whom they are not. 

Senator Dopp. Let me help, if I may, so we will understand. You 
were, or are, an employee of the Navy? 

Mr. Rowe. I was until about a month ago; yes. 

Senator Dopp. And while you were such, you were arrested and 
detained for failure to pay a tax to the city of Philadelphia? 

Mr. Rowe. That is right. 

Senator Dopp. And you were confined for failure to pay the tax ? 

Mr. Rowe. That is right. 

Senator Dopp. How Tong were you confined ? 

Mr. Rowe. A little over 2 days; 2 days and some odd hours. I do 
not know exactly how long. 

Senator Dopp. How did you effect your release? 

Mr. Rowe. I do not know, to be honest with you. I do not know 
how I got out of there. 

Senator Dopp. Did you pay the tax? 

Mr. Rowe. Well I had to pay it, but 

Senator Dopp. Well, that may be how you got out. 

Mr. Rowe. But at a later date—— 

Mrs. Rowe. I have one of my husband’s tax receipts here. 

Senator Dopp. We can only hear from one of you at a time. 

But you did “ out, Mr. Rowe? 

Mr. Rowe. I did get out. How it came about was through my 
wife’s efforts. Just what she did 

Senator Dopp. Never mind; I think we understand. You paid the 
tax and got out. What is your point, Mr. Rowe? 

Mr. Rowe. W ell, my honest opinion is it was more than unfair tax. 
But, as I made a statement once before, I believe Philadelphia is just 
using that tax as a means of covering up some deficiencies or one 
thing or another, because it is not the first time a man has been put 
under arrest falsely when he had already paid his tax. 

Senator Dopp. Now, have you paid your tax? 

Mr. Rowr. Yes, sir. 

Senator Dopp. So you are giving us evidence of a case where there 
was a misadministration of justice. You had paid your tax, and you 
were unjustly confined ? 

Mr. Rowe. Not me, sir. No; the man in the cell with me. 

Senator Dopp. Well, in your own case, you had not paid the tax? 

Mr. Rowe. I had not paid it. Well, T had no notice of it; I did not 
know how much it was and when it was to be due or anything else. 

Senator Dopp. Had you received your tax bill ? 

Mr. Rowe. No, sir; I had not. 

Senator Dopp. Is your case one where you had no notice, and you 
were arrested and confined, and effected your release only by payment 
of the tax ? 
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Mr. Rowe. That is right. 

Senator Dopp. And you feel that this tax should not have been 
levied on you as a nonresident of the city 4 

Mr. Rowe. That is true. bis. 

Senator Dopp. And you were employed by the Navy, within the 
naval jurisdiction 4 

Mr. Rowe. That is right, sir. 

Senator Dopp. And your attitude is that it is not the kind of tax you 
should be called upon to pay 4 

Mr. Rowe. Right. 

Senator Dopp. And, also, you want to tell us about a man who was 
confined with you, who did pay his tax but was nevertheless confined / 

Mr. Rowe. Yes, sir. 

Senator Dopp. That is another kind of misadministration of justice. 

Mr. Rowe. Yes, sir. 

Senator Dopp. Do you have anything else, Mr. Rowe / 

Mr. Rowe. That is all I have tosay. 

Senator Dopp. Well, that is helpful, and I thank you for telling us. 

Mrs. Rowe, do you have anything to add? 

Mrs. Rowe. Yes; I have a few things here to add to it. I wrote to 
a Mrs. Dora Rose; she was in Charlie Wolverton’s office in Camden. 
I wrote to him, and I wrote to her so she could take care of this letter 
to give to him. This is what I wrote her. 

Senator Dopp. Wait a minute before you read the letter. You sre 
Mr. Rowe’s wife? 

Mrs. Rows. My name is Mrs. Roberta Rowe. I live at 1209 West 
Kings Highway, Mount Ephraim, N.J. 

Senator Dopp. Are you going to tell us something in addition to 
what Mr. Rowe told us, or more about it? 

Mrs. Rowe. More; my side of it; what I had to go through. 

Senator Dopp. I understand. 

Mrs. Rowe. My suffering. 

Senator Dopp. All right, if you want to do that. 


Mrs. Rowe. So this is the first letter I wrote to one of my politicians 
in Camden: 


These are the terms to which the Philadelphia wage tax officials have agreed. 
I have paid them $150 on account. They demand $110 per month for 4 months, 
and also a penalty of $13.90. On completion of payments there is an additional 
$3.50 in order not to send my husband to jail. They have entered my name on 
a writ; if my husband does not pay they will hold me and put me in jail. If my 


husband does not hold his job, we will lose everything, and I am a very sick 
woman. : 


That, Iam now. 


Hope you wil! find means of saving my home. 


H I remain, 
Sincerely yours, 


Mrs. Roperta Rowe. 

Senator Dopp. That isa letter to you, or from you? 

Mrs. Rowe. This was to Mr. Charles Wolverton, of Camden, N.J., 
our representative there. This was the first offense. This was the 
second offense here. This was the third offense here, of which I have 
checks to prove how much suffering I went through. And you can 
figure out how much I have paid from the time that they told my hus- 
band he had to start to pay his wage tax up until they gave me a final, 
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completed receipt. And I have that right here. I feel that is unfair 
taxation without representation. 

Senator Dopp. Let me ask you a question: Did you pay this tax 
three times ¢ 

Mrs. Rowe. Yes, sir; they had my husband holed up. They had 
capias here. I have two of them here. They had the first capias. | 
had trouble trying to get them paid up to date. The second capias 
they do not tell them how much you have to pay because they do not 
know what to tell them to pay, but they throw him in jail. 

I got a call from a friend and I started to go into action. I am eall- 
ing all my representatives of New Jersey, ‘all my friends, so-called 
friends, of Philadelphia to intercede for me and to help me get my 
husband out of jail. Because I am a sick woman, I need my husband 
to work and to keep me. 

Senator Dopp. Let me ask you a few things—— 

Mrs. Rowe. I got a letter here for you to listen to, and I think you 
will understand. 

Senator Dopp. Before you do that, would you let me ask you a cou- 
ple of questions so I can more completely understand ? 

Mrs. Rowe. Yes, sir. 

Senator Dopp. You paid the tax levied by the city of Philadelphia 
three times? 

Mrs. Rowe. Yes, sir. On the three accounts they had threatened 
me and my husband. 

Senator Dopp. All right. And, despite the fact that you com. 
plained to several public officials, you did not get any relief? 

Mrs. Rowe. No. 

Senator Dopp. And have you ever presented your claim to the dis- 
trict attorney or such other competent authority / 

Mrs. Rowe. Well, this is where the letter comes in now, to explain 
what has happened in the last bit of trouble I had with the Philadel- 
phia wage tax. I will read it to you. I wrote to Senator Clifford 
Case and Representative Cahill and the President, Dwight D. Eisen- 
hower, the White House, Washington, D.C., on May 1, 1958. I 
also—— 

Senator Dopp. You could help us a lot and save some time if you 
will tell me whether you complained to all of these people about the 
facts. 

Mrs. Rowe. Yes, about my troubles. 

Senator Dopp. You were three times charged the same tax? 

Mrs. Rowe. This is what I am writing to—— 

Senator Dopp. Please, I would rather not have the record filled with 
letters. 

Mrs. Rowe. No—— 

Senator Dopp. Please, listen a minute. 

Mrs. Rowe. This is all you have to listen to—— 

Senator Dopp. Please, just listen to mea minute. We have a hear- 
ing here on a very important question. Iamsy mpathetic toward your 
problem. You claim that you have been charged three times unjustly 
for the same amount, and, if so, you have a legitimate complaint, al- 
though this may not be the precise nlace to bring it. It will help us 
more expeditiously to conduct this hearing if you will tell me—— 

Mrs. Rowe. All right; I will omit names, but 
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Senator Dopp. It is not a matter of names. You were charged three 
times and you paid three times; is that right ! 

Mrs. Rowe. Yes. 

Senator Dopp. And you did complain to several people, from the 
President down to your Senators, or one of them, anyway, and your 
Congressman ¢ 

Mrs. Rowr. And Congressman William Barrett in Philadelphia. 

Senator Dopp. All right. And you still have not any relief; is that 
right? 

Mire. Rowe. Well, they did not give me any relief. I had to gotoa 
bank and take a loan out in order to pay these wage taxes. 

Senator Dopp. Three times? 

Mrs. Rowe. Three times. I got the receipts right here. 

Senator Dopp. Well, all right. I think we ought to take an interest 
in a complaint of this kind, although it is not exactly within our pur- 
view. But it is important; you are a citizen, and you are entitled to 
make a complaint. However, I do not think we need to hear all of 
the letters. 

Mrs. Rowe. This is only one letter. 

Senator Dopp. Well, they go on the record here, and they do not 
help us very much. 

Mrs. Rowe. This one will help you. 

Senator Dopp. All right. 


Mr. Fensterwaup. May I suggest we insert the letter in the record? 
Senator Dopp. She wants to read it. Go ahead. 
Mrs. Rowe (reading) : 


These are the cold facts: On April 24, 1958, at 11:30 a.m. I was taken from 


my place of employment, which is the Philadelphia Naval Base, charged with 
contempt. 


I am writing in regard to my husband, he was taken from his place 
of employment, which is the Philadelphia Naval Base, and charged 
with contempt. 


On arrival at the Philadelphia City Hall I was told that I was deficient in 
payment of the Philadelphia wage tax. I had received no notice as to the 
amount I owed nor the date on which it was due. The only information I 
could get was the fact that I was held under $300 cash bail. I had no means 
of raising the money immediately, so I was lodged in Moyamensing Prison. In 
the same cell with me was a fellow worker, also held under cash bail. The 
next day this man’s wife appeared at city hall in Philadelphia to show the of- 
ficials that his wage tax was paid up. This is the second time, to my knowledge, 
that a man had been lodged in Moyamensing Prison and later has been able 
to show receipts that proved his tax was paid to date. It certainly appears 
strange that a city as large as Philadelphia cannot afford officials who can 
keep their accounts straight. It seems to me that, periodically, the city officials 
order their deputies to pick up people on the wage tax deficiency charge in order 
to cover up financial mistakes. 

During the time I remained in prison my wife contacted a Mr. William A. 
Barrett, Member of Congress from the First District of Pennsylvania, and 
asked him if he could do anything for me. Mr. Barrett told her that he could 
not do anything. He also made the following statements to her: That he was 
“getting tired of the people of New Jersey asking favors of him,” and that “the 
people of New Jersey were nothing but charity cases, anyway.” President 
Eisenhower, doesn’t it appear to you that, since the Representatives of Phila- 
delphia look upon the residents of New Jersey as purely charity cases, the 
Philadelphia wage tax is then certainly taxation without representation. 

I have not studied law professionally, but I believe that this tax could be 
proven unconstitutional for the following reasons: Hundreds of men, residents 
of New Jersey, work at the Philadelphia Navy Yard, yet never enter the city of 
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of Philadelphia. They leave New Jersey by ferry and arrive inside the naval 
base. They return home in the same manner. Neither the mayor of Philadelphia 
nor any other city official is permitted to enter the Navy base at will. It is 
also true that the Philadelphia police are not permitted to patrol the area. 
Therefore, it cannot be part of the city of Philadelphia, even though the poli- 
ticians claim it to be so. 

“It is a natural, it is a privilege—I will go further—it is a right that all free- 
men claim, to complain that they are hurt.” So spoke Andrew Hamilton at the 
trial of Peter Zenger. 

The Bill of Rights—the Constitution of the United States 
of Independence. 

It is signed, “Sincerely yours, Mr. Harry Rowe and Mrs. Roberta 
Rowe.” That is 1209 West King’s Highway. 

Senator Dopp. Mrs. Rowe, if you will supply us with copies of your 
receipts and of these letters, I personally assure you that I will write 
to the proper authorities from Philadelphia, Pa., and take up this 
matter, and I will get an answer, if it can be obtained for you. I 
think you have a legitimate right to complain. Perhaps this is the 
only place you have been able to make your complaint. I do not want 
you to get the impression that we are trying to stifle it. 

Mrs. Rowe. No. 

Senator Dopp. Actually, though, our task is a little bigger and 
broader. But I feel that citizens have a right to complain to their 
representatives in Washington, whatever the nature of the complaint. 
If I understand you, you claim that you paid your taxes; you have 
been three times charged; your husband has been imprisoned; and I 
take this as a grave and serious matter, and I do not want you to get 
the impression that I take it as anything else. 

You supply us with this data, and I will assure you that I will 
follow it up for you. But it does not particularly pertain—I do not 
want you to misunderstand me—to our general problem of how to 
find a solution of this practice of one State taxing the residents of 
another. 

Mrs. Rowe. J think it isa horrible mess. 

Senator Dopp. I do not want you to feel that we seem to be inhos- 
pitable or less than understanding here. Because this is grave; this 
is serious. When a citizen of this country is paying a tax three times, 
and is being locked up for refusing to pay it, then we ought to be 
looking at it. 

I take just as serious a view of it as you do. But you can help us 
by leaving the material, and you will hear from me about it. I will 
give you my personal assurance you will. 

Mrs. Rowr. You know, sir—excuse me; I do not know your name. 

Senator Dopp. Dodd. 

Mrs. Rowe. Well, they sent the Philadelphia Navy Shipyard, Naval 
Base, on April 16, 1956, this; it says to the commander of the Philadel- 
phia Naval Shipyard—Mr. Harry Rowe, and so-and-so, 1342 Dayton 
Street—that it where this started—it gives him a bill from 1948, 1949, 
1950, 1951, and 1952. It amounts to $189.90—I think that is a nine 
there—for interest and penalties, and for $13.50, and I do not know 
what that is for. I have that right here and a cares -order receipt. 

Senator Dopp. Save your receipts and do not give them up. 

Mrs. Rowe. Here is a letter I got here, and ss claim they won’t 
accept any recognition of any money orders or any Railway 
Express—— 
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Senator Dopp. Let me be your lawyer free of charge and just 

Mr. Ross. He is going to jook into’all the details of those receipts. 

Senator Dopp. Do not give up the originals. We will have photo- 
stats made of them, and you hold on to those originals. And if the 
facts are as you stated them here this afternoon, I will help you on 
this. I am glad you came here, and I am glad, at least, you had an 
opportunity tomakea complaint. 

Mrs. Rowe. I was born in Scranton, raised in Philadelphia, and, 
on my wedding night, when I married Mr. Rowe, I came to New 
Jersey. And Mr. Barrett asked me, “Do you ever intend to come back 
to Philadelphia? And I said, ‘ ‘No. sir; not if they served me a block 
of houses on a silver platter would I come back.” 

Senator Dopp. Thank you. 

Mr. Ross. Senator, could I pass one comment on Mrs. Rowe’s plight # 
Since she mentioned the Congressman’s name, Congressman Barrett, 
I think very shortly after he had told her he did not want to be 
bothered with the troubles of the New Jersey people, and so forth, 
he himself had been charged by the city of Philadelphia for failure 
to pay his city tax for a per iod of over 10 years. And shortly 

Senator Dopp. We cannot go into that. 

Mr. Ross. I am sure not, but it is just a matter for the record. 

Senator Dopp. I told you what we will do. 

Are there other witnesses who wish to be heard? If not, this hear- 
ing will stand in recess until 10 a.m. tomorrow morning in room 424. 

(Whereupon, at 4:15 p.m., the subcommittee recessed, to reconvene 
at 10 a.m., Thursday, April 16, 1959.) 


















CONSTITUTIONAL AMENDMENT—TAXATION BY 
STATES OF NONRESIDENTS 


THURSDAY, APRIL 16, 1959 


U.S. SENATE, 
SUBCOMMITTEE ON CONSTITUTIONAL AMENDMENTS 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:55 a.m., in room 
424, Senate Office Building, Hon. Thomas J. Dodd, presiding. 

Present : Senators Dodd and Wiley. 

Also present : Bernard Fensterwald, counsel; Miss Kathryn Coulter, 
clerk. 

Senator Dopp. Senator Javits, I am very glad you are here, and it 
is appreciated by the subcommittee that you have taken the time to 
come here and give us the benefit of your thinking on this very impor- 
tant subject. 

Senator Javits. Mr. Chairman, may Senator Keating precede me? 

Senator Dopp. Very well. Senator Keating, I just said to Senator 
Javits, and I know I speak for all the members of the subcommittee 
when I say we are grateful to both of you for taking the time to come 
here this morning, and we are particularly anxious to hear from you 
about this matter of what I call multiple income taxing. 


STATEMENT OF HON. KENNETH B. KEATING, U.S. SENATOR FROM 
THE STATE OF NEW YORK 


Senator Keating. That is a very gracious statement from the dis- 
tinguished chairman of this subcommittee, because I apprehend I shall 
say some things here this morning with which he will not find himself 
in complete agreement. 

Senator Dopp. Well, I have great respect for you; you know that. 

Senator Keatirne. We have a mutual respect for each other, I think, 
even in those matters on which we may differ. 

I want to thank you for this opportunity to appear here today. 

Any proposal to limit the power of the States to tax the personal 
income of nonresidents earned within the State is of great interest to 
New York. It is well known that New York derives over $30 million 
annually in revenue from such taxes, primarily from New Jersey and 
Connecticut residents who work in New York City and other metro- 
politan areas. 

(At this point in the proceedings, Senator Wiley entered the hear- 
ing room. ) 

Senator Dopp. We are delighted to have you join us, Senator Wiley. 
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Senator Keating. Overall, it is estimated that more than 190,000 
persons are in this situation. Moreover, while the number is small 
by comparison, thousands of New York residents who live in such 
border areas as the Niagara Falls area, and Chatham, and in the 
southern tier—and, I think, after looking into it, perhaps I should 
say hundreds rather than thousands, but a substantial number; it 
would be thousands if you included those in New York State who 
work in other States—are in exactly the reverse situation. 

Their plight, however, while it should not be overlooked, is not as 
serious. Neither New Jersey nor Connecticut have any income tax, 
While double withholdings are possible in the case of New York re- 
sidents who work in Massachusetts and Canad: a, a full credit is given 
by New York for the amount of such taxes paid in other States, 

The situation in New York, I am sure, is typical of the situation in 
many other areas of the country. Rapid means of transportation 
have made even the interstate commuter a common national figure. 
Expansion to the suburbs frequently ignores State lines in New York 
and other States. The result is a steady flow of people daily spilling 
over State boundaries. 

These conditions are symptomatic of 20th-century America. There 
is no doubt in my mind that the general condition is good and that no 
State would ever benefit from sealing off its borders to neighboring 
citizens. At the same time, a certain amount of self-interest is bound 
to pervade the operations of any governmental unit. What we must 
guard against is the perversion of self-interest into selfishness. The 
States must look after their own, but they must not do so in a way 
which unfairly discriminates against friendly sojourners in their 
midst. 

I recognize the reasonableness of some of the complaints about 
New York’s present tax provisions with respect. to nonresidents who 
work in the State. A nonresident, for ex: imple, may not itemize such 
deductions as medical expenses and out-of-State charitable contribu- 
tions which are allowed to New York residents. He cannot deduct 
the interest on his mortgage and the real estate taxes on his house, as 

“an a New York resident. But these are specific, practical problems 
which can be dealt with without disregard of the fundamental con- 
siderations involved. They are irritants which should be cured, but 
the cure should not be allowed to destroy the whole system. 

The basis for taxation of the income earned within a State by non- 
residents has long been recognized. 

The first cases sustaining such taxes were 7'ravis v. Yale & Towne 
Massifasterter Company, 252 U.S. 60, and Shaffer v. Carter, 252 
U.S. 37, both decided in 1920, which, respectively, upheld the New 
York and Oklahoma nonresident income tax laws. The Court 
pointed out in those cases that the States assume and perform the 
duty of preserving all persons, property, and business within their 
borders, and, in consequence, must enjoy the power to resort to rea- 
sonable forms of taxation to require all such persons and interests to 
contribute to the expenses of government. 

I assure the subcommittee that a New York firehouse will respond 
to a fire alarm within the State without any preliminary inquiry as 
to whether the structure on fire is owned by a resident or nonresident. 
The New York City subways accommodate New Jersey and Bronx 
commuters on an equal basis. New York’s highways, policemen, 











M 


CA 
W 


p 








0 
ll 
ch 
he 
ld 

it 
ho 


as 
LX. 
re- 
en, 

in 
ion 
re. 
ork 


ing 


ere 

no 
ing 
ind 
ust 
lhe 
vay 
1eir 


out 
who 
uch 
ibu- 
luct 
> as 
ems 
con- 
but 


non- 


ywone 

252 
New 
‘ourt 
. the 
their 

rea- 
ts to 


pond 
ry as 
dent. 
sronx 


‘men, 


TAXATION BY STATES OF NONRESIDENTS S7 


museums, and other services are available alike to the resident and 
nonresident within the State. There are no separate seats on the 
Staten Island Ferry for workers who come to New York from out of 
State and for those who come from its own environs. 

The Constitution entitles a nonresident to the privileges and im- 
munities of a citizen, but to no more; not to an entire immunity from 
taxation, nor to any preferential treatment as compared with resident 
citizens. The nonresident taxpayer is entitled to protection against 
discriminatory taxation, but he has no right to be favored by an 

ually discriminatory exemption. 

The Supreme Court said in the Travis and Shaffer cases that any 
contention that a State is debarred from exacting a share from the 
production and gainful occupations which borrow on its facilities for 
the protection and security of property and persons is so wholly in- 
consistent with fundamental principles as to be self-refuting. I 
agree fully with that statement. 

The Supreme Court has also upheld the provisions of the New York 
law which grant to nonresidents deductions less favorable than those 
extended to residents. That was in the case of Goodwin v. State Tax 
Commission. 

The reasoning of the courts in that case was that the factor of 
residence had a legitimate connection with the allowance of more 
liberal deductions and justified classification of deductions founded 
upon residence. On that basis the court upheld a denial to nonresi- 
dents of deductions for taxes and interest paid on real property lo- 
‘ated outside the State and such other personal expenses as life 
insurance premiums and medical costs. 

It is not my contention that the existence of the power to tax non- 
residents on this basis necessarily requires or justifies its exercise. 
Abstract legal considerations are not always the best guide to sound 
intercommunity relationships. The States involved in this problem 
should do all within their power as sovereign States to rectify any 
actual abuses which exist. 

Governor Rockefeller has only recently announced that he was 
making the nonresident tax one of his main areas of study this yea 
He has called upon State officials in New Jersey and Connecticut i 
comment officially on recommendations which have been made to deal 
with various alleged inequities. Such local consideration is the 
proper approach to the matter and should not be handicapped by 
Federal intervention. 

The proposed constitutional amendments would completely over- 
turn a principle of taxation that has been judicially approved for 
over 40 years. They would, in effect, confer on nonresidents most of 
the privileges of residents, but exempt them from obligations im- 
posed on the citizens of the State. The inequity of such a result is 
apparent. Nonresidents who enjoy the advantages of employment 
and the receipt of income within a State—and who share in the use 
and enjoyment of the facilities provided by the State—are morally 
obligated to pay a quid pro quo in the form of a tax on income earned 
in such State.’ The denial of this obligation in the case of income 
taxation would apply with equal force to the refusal of out-of-State 
residents to pay out-of-State gasoline taxes and tolls—a preposterous 
proposition. 

It is no concern to New York that New Jersey and Connecticut do 
not choose to tax the income earned within those States by its citizens. 
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But any attempt to give this practice extraterritorial application is of 

ave concern. The sovereign States must treat all within their midst 
fairly—but they need not yield their individual rights to desires which 
run counter to their reasonable interests. 

The 31 States which levy income taxes all extend the tax to non- 
residents who earn income within the State. Under these circum- 
stances, the only beneficiaries of the proposed amendments will be 
nonresident workers who live in the minority of States which levy no 
taxes on personal income. No benefit at all will accrue to residents of 
income tax States who work and earn their living in States levying no 
income tax; for in all 31 income-taxing States taxation is levied on the 
basis of domicile, regardless of where the income is earned. 

The proposed constitutional amendments would serve the interests 
of only a minority of the States, would unfairly burden the citizens of 
the respective States with the cost of services provided to out-of- 
Staters, would interfere with the sovereign rights of the States, and 
would repudiate long-established legal principles. Certainly, this is 
too drastic a measure for dealing with whatever specific defects now 
exist in the respective tax laws. I respectfully urge the subcommittee, 
therefore, to report the amendments unfavorably. 

Senator Dopp. Thank you very much, Senator Keating. 

I think I should observe on the record that the distinguished senior 
Senator from Wisconsin has joined us here today. He is a member of 
the Judiciary Committee, and we are very happy, Senator Wiley, that 
you took the time to come here this morning. Do you have any ques- 
tions, Senator, that you would like to ask Senator Keating ? 

Senator Wirry. I am sorry I wasn’t here when the distinguished 
Senator from New York made his statement. I am very interested in 
this subject. 

Your point, Senator, is that a man who makes his living in New 
York, and who makes his income there, but goes home and sleeps in 
New Jersey, has a responsibility to New York. The question of sleep- 
ing isn’t as important as the question of earning. 

Senator Kratine. Well, that is one way to put it. I consider sleep- 
ing very important, I might say to the distinguished Senator from 
Wisconsin, but the theory is that the practice is sound. ‘The various 
States, insofar as I know, tax out-of-State people, who come in there. 
on the amount which they earn in that State on the theory that they 
extend to them the same services, or nearly all of the same services, 
which they do to their own residents. 

Senator Wiiey. Well, suppose I went to New York and while there 
I brought some stock, and the next day the stock went up quite a bit 
and I sold it. Would that be taxable? 

Senator Keatine. No; I think not. 

Senator Javirs. They have a stamp tax for transfer of shares of 
stock. 

Senator Dopp. In other words, there is a tax imposed ? 

Senator Kratine. It is on the transfer of the stock, the transfer tax; 
but it wouldn’t matter, as I understand it, whether he made a profit or 
loss. 

Senator Javits. That is right. 

Senator Kratrne. The actual tax is on the transfer. 

Senator Witzy. I am talking about the income. 
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Senator Keattnc. No; the income would not be taxable to a non- 
resident, in my judgment. 

Senator Javirs. It would not. : 

Senator Wixey. I am just looking at this not as a resident. ; 

Senator Javits. If the Senator would yield, I think we are talking 
about earned income completely all the way through. 

Senator Keatine. That is right; salaries and wages. 

Senator Dopp. Both of these proposed amendments have to do only 
with earned income. } j 

Senator Winey. Well, the question of what is earned income im- 
mediately becomes a basic question. ee I used my head and 
judgment in buying stock, and also used them in selling, and that is 
my business. 

Senator Keating. Your salary doing that would come under this, 
but the acumen you displayed would not be taxable. 

Senator Wier. All right. Now, supposing, as I am a lawyer, I 
went into New York, and I had a very important lawsuit, and I tried 
that lawsuit, and I got a nice fee. Is that earned income? 

Senator Keatine. That would not, in my judgment, be covered by 
either of these provisions. 

Derived from wages, salaries, professional fees, and other amounts received as 
compensation for personal services actually rendered. 

In other words, the fact that you rendered part of your services in 
New York State would not subject your professional fee, in my 
judgment, to that New York State tax. 

Senator Dopp. I don’t think it would, either, but I note the tax com- 
missioner of the State of New York is here. We can get some expert 
advice, if you don’t mind being interrupted. 

Senator Kearine. That is right. 1 would much prefer to yield to 
Mr. Murphy. 

Mr. Morpuy. I think just going into New York, working on a 
specific case, and getting a professional fee in the place of residence 
would be all right. I do not think there would be a tax in New York. 
If he is admitted and comes in and practices law in the State of New 
York, that is another question. 

Senator Dopp. I think this is a very close question. I don’t think it 
is clear at all, and I think Senator Wiley has raised a very good case. 
If I am a lawyer in Hartford; and if I am admitted to practice in 
New York, and if I earned fees in New York which are paid to me in 
New York, in my Judemrent I am subject to your State tax. I am not 
inviting you to try collecting any, but I think that is a correct answer. 
At least, I have always understood it so. 

Mr. Moureny. Correct. 

Senator Wier. Well, I was just wondering, because the word in— 
the Bridges amendment uses “salaries.” 

Senator Dopp. Professional fees. 

Senator Witey (reading) : 


Professional fees and other amounts received as compensation for personal 
Services actually rendered by any natural person who is not a resident of that 


State. 

It is an interesting proposition, but—— 
Senator Keating. Well, as a matter of fact, I feel certain that the 
State of New York or any other taxing unit would not endeavor to 
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collect a tax on a single fee largely earned in the State by trying a 
big lawsuit. 

‘Now, in the case stated by the Senator from Connecticut, if he were 
admitted to the bar in New York and rendered a substantial series of 
services in the State of New York, and, in other words, he could be 
said to be practicing law both in Hartfor d and in New York, it might 
be that that would reach a volume where the State would tax it. 
Senator Witry. Well, now, then, if your statement is correct, what 
this would do would simply preclude New York from taxing the in- 
come or wages or salaries of men who make their income, wages, and 
salaries in the city of New York, but who sleep in Jersey. 

Senator Keatine. That is right. 

Senator Witey. That is what you are getting at. 

Senator Keating. Well, I am not getting at anything. 

Senator Dopp. He is against it. ese 

Senator Keatine. I am opposed to what the distinguished chair- 
man is gettingat. Very naturally and properly, it is an issue on which 
you will find the Senators from New Jersey and Connecticut. and 
New Hampshire on one side and the Senators from New York on the 
other. And I would hope and would expect that the majority from 
those States which have income taxes would share the views which 
I have expressed here this morning. 

Senator Dopp. Yes; I think that is a reasonable observation. | 
think, however, I ought to point out something, and I am sure the Sen- 
ator from New York will agree after I do so, that there are complica- 
tions in this situation that are very grave. 

It isn’t as simple as New York and Connecticut and New Jersey 
having a difference about levying income taxes on nonresidents. As 
Senator Keating said in his statement, there are 31 States that levy this 
type of tax. 

Now, we heard yesterday in testimony before this subcommittee that 
the State of Massachusetts levies an income tax on airplane pilots and 
the tax is computed on the basis of the number of minutes that the 
plane which he is piloting consumes in passing over Massachusetts. 
This is a drastic example; a dramatic case, of course, but it points 
up rather well and rather dramatically, I think, what we are con- 
cerned with here. 

Where is this going toend? How far is it going to go? As one na- 
tion, what. are we going to do about. it ? 

I said yester day to one witness that it reminded me of the situation 
that confronted the Colonies in the days of the Government under 
the Articles of Confederation. You will recall that they were all 
exacting revenues and interfering with trade and commerce, and it 
was an intolerable situation. It was one of the great causes for the 
Constitutional Convention. In a sense it does remind us of that, and 
this is why it is, I think, Senator, a very grave situation. I under- 
stood entirely your reflections; I think they are reasonable; one of the 
most serious aspects is the failure of the New York State tax col- 
lector to allow deductions for medical] expenses and charitable contri- 
butions, but, even if that were corrected, it would not, in my judgment, 
cure the entire situation. 
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Yesterday, Governor Meyner testified before this subcommittee, and 
he made what I thought was a rather reasonable suggestion. He 
said : 

Perhaps the wisest course would be an amendment expressing fundamental 
policy and reposing its implementation in the Congress. It could impose the 
duty upon the Congress to establish by law uniform standards to be met by 
State legislation imposing income taxes on natural persons who are not resi- 
dents or who are not domiciled within the State. It could express the policy 
that the standards should guard against the imposition of undue burdens of 
such taxation, taking into account the lesser benefits of government received 
by the class, while permitting a fair degree of taxation upon their incomes. 

I haven’t had time to study it, but I did say to the Governor that 
I thought it was something to think about, and it might be a better 
way to resolve this difficulty. 

i wonder what you think about that, both you and Senator Javits, 
as well as Senator Wiley ? 

Senator Javits. I was going to wait until Senator Keating was 
through, but I would be glad ‘to make such brief statement as I in- 
tended to make now, if the Senator would yield to me. 

Senator Kratine. Certainly. 


STATEMENT OF HON. JACOB K. JAVITS, U.S. SENATOR FROM THE 
STATE OF NEW YORK 


Senator Javits. First, I, would like to support Senator Keating’s 
statement, which is, I think, a splendid one. I am delighted that 
he made it and that I am able to be here and support it on behalf of 
both New York Senators. 

Now, as to the question which was asked, I think that the need for 
a constitutional amendment to do a thing as this depends upon 
whether there is some great evil involved. I don’t think there is. 
I don’t believe that we are in any position to say there is, because 
there are very few States really affected. It is most unique that New 
York is located between two States which have no income tax, and 
New York itself is the busy place where people work. 

As Senator Keating has properly pointed out, if New Jersey and 
Connecticut had an income tax, it would be a question of rates, and 
it would be six of one and half a dozen of the other. We might just 
do better, or at least equally as well. 

So, first, the problem is a relatively narrow one. 

Second, I believe that, as is typical in our country, every effort 
should be made to do the fair thing, either by State compact or State 
agreement, without seeking constitutional amendments which could 
inhibit people and States far more than they could facilitate their 
business. 


Senator Witry. Did you say these other two States don’t have any 
income tax ? 

Senator Javirs. Connecticut and New Jersey have no State income 
taxes. That is the reason for this problem. The individual residents 
of New Jersey and the individual residents of Connecticut don’t have 
to pay an income tax. If they didn’t have to pay an income tax in 
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New York on their earnings, they would not have to pay any tax 
whatever. 

I would like to point this out to the chairman. I hope very much 
that the attitude of reasonableness which has been demonstrated by 
Governor Rockefeller, by Governor Meyner in his more moderate sug- 
gestion, and by the distinguished Governor of Connecticut, an old col- 
league of mine, will result in a solution to those matters which repre- 
sent points of difference on deductions and other matters of interest, 

Governor Rockefeller has written to Senator Keating and myself 
that he is eminently desirous of doing that, rather than engage in an 
effort to inhibit the whole tax system. In that connection, I might 
point out that the Supreme Court in its decision in a recent case co 
if anything, liberalized the power of States to tax for business done 
in their borders, rather than restrict it. 

There is a great deal of consideration now being given that case by 
the Small Business Committee, of which I am a member, rather than 
to engage either in efforts to have broad-scale constitutional amend- 
ments—which is an application of a cutlass to a situation which needs 
a scalpel—or to engage in retaliation. 

Now, I think it was taken rather unhappily in New York that 
Governor Meyer said that he would not allow withholding from 
New York residents’ earnings in New Jersey. It may not amount to 
much, but the principle is an important one of comity between the 
States. I think that, if there is an attitude of reasonableness on the 
part of the Governors of the States in those few situations where there 
is a practical problem, it can be worked out. 

I think Governor Rockefeller is very willing to do that. 

I am delighted to hear that Governor Meyner’s views are not quite 
as extreme as perhaps they have been pictured, and I hope, too, that 
he will reconsider this question of the withholding of the New York 
tax. I think that will advance the matter more than a position of 
retaliation. 

And, finally, I would like to make this point: I think the funda- 
mental proposition that a State has a right to tax what is earned 
within its borders is the thing for which I am appearing, and for 
which I believe Senator Keating is appearing. I think that that 
proposition is essential if we are going to avoid chaos in American tax 
systems. I think also that an attitude of reasonableness on the part 
of the individual States, Mr. Chairman, will result in accomodation 
to actuality in terms of fairness of deductions and other items, and 
therefore will also help to avoid the public pressure for a constitu- 
tional amendment, which I do not think would be justified in the 
circumstances. 

Senator Dopp. Thank you, Senator Javits. There are two observa- 
tions I would like to make. 

One, I didn’t hear Governor Meyner make any statement about 
retaliation. On the contrary, I understood him to say yesterday that 
he was against retaliation; he didn’t believe in it and did not favor 
it. This likewise was said by Governor Ribicoff. I think there was 
a suggestion from Senator Case having to do with retaliatory 
measures. 

Senator Keating. Senator Case suggested that New Jersey tax only 
the residents of New York, which might have some constitutional 
inhibitions. 
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Senator Dopp. I simply didn’t want to have the record stand, since 
I don’t think Governor Meyner, at least before this subcommittee, 
made any suggestion about retaliation. On the contrary, he took 
another view. 

Senator Javrrs. Would the chairman allow me to get the record 
straight on this?) There is no question about his attitude before this 
subcommittee. It was stated, however, that New York withholding 
would not be applied in New Jersey. 

Senator Kratrine. That may have been in the heat of passion. 

Senator Javirs. I was going to say I am more than happy to strike 
the word “retaliation” and leave my testimony to stand on the basis 
that neither we nor New Jersey nor Connecticut should entertain any 
such ideas, because I think we can get together, and I hope very much 
that we will. 

Senator Dopp. I think there is something that can be done in that 
area. Although I am not too sanguine about it, let me point out, 
Senator Javits, that 12 of the 32 States that now levy personal income 
taxes have no provision in their law for deductions even of Federal 
income taxes payable. 

This gives you an idea of how complex this problem is. I don’t 
think it is a matter of just a few Governors getting together. In 
these 12 States, the fact that a man pays an income tax does not allow 
him any deduction for that purpose, and only half of these 32 States 
which levy State income taxes make any allowance for overlapping 
State incomes. 

There is another example of an area where it requires something 
more, in my view, anyway, than a mere comity among the chief ex- 
ecutives. 

Senator Keatine. May I inquire again how many do not make an 
allowance for overlapping? 

Senator Dopp. Half, approxim: itely. I don’t want to be held to a 
figure, but I think my recollection is right that about half of them 
do not make : any allowance. All of these things indicate to me that 
this requires something more than conferences between neighboring 
Governors. I think it is a national problem, and I think the people 
have a right to expect that their Government will take an interest 
in this. 

This thing is growing. It is all out of kilter. I cited here earlier 
the airline-pilot case. It is valid. It is true. Massachusetts now has 
jailed a man from New Hampshire. I have forgotten the exact facts 
relating to that case, but he is a nonresident in any event. 

They are taxing railroad employees of the basis of the number of 
miles the train travels in the Commonealth of Massachusetts. 

We are in an age of rapid transportation and shrinking space and 
shortening time. Can we continue to think in the old terms of the 
rights of States which are valuable and have been, in a sense, sacred. 
Isn’t it time for some new thinking about this? If the Massachusetts 
policy of taxing airline pilots, w ho merely fly over the State, is pur- 
sued, we will have chaos. I don’t know exactly how many States a pilot 
would fly over between New York and California, but I expect it 
would be a considerable number. 

44708—59——7 
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However, I don’t need to labor that point very much. I don’t think 
any sensible person would approve having the pilot taxed by a dozen 
or so States, but it is the kind of thing we are going to get into. 

Whether we are going to have to remedy the situation by drastic 
constitutional amendment or whether we can do it by the method 
suggested by Governor Meyner, I am not sure yet, but I certainly 
do think we have reached an unconscionable situation, and we must 
take a very serious look at it, and we must do something about it. 
Mutual deductibility has historically been—I think Governor Ribi- 
coff said this yesterday and put it very well—the sanctuary of high 
income taxpayers. I think even these people—and I am not sheddin 
particular tears over them—ought to be treated fairly. With the con- 
flicting definition of residents, I do not think it is a simple matter of 
comity between Governors. States have different definitions of res- 
idence and domicile and this, of course, impinges on and has a very 
great effect on the question of mutual deductibility. 

The whole situation is chaotic, and it is getting worse. I will say 
to my colleagues, for whom I have the greatest respect, that I do be- 
lieve we do have to do something more than say, “Let the Governors 
get together.” 

Senator JAvirs. Mr. Chairman, if I may comment on that. 

The States also have individual budgets and carry on tremendous 
State activities. My own State has a $2 billion budget and the earn- 
ings of nonresidents in New York represent an appreciable element in 
the aggregate earnings in the State, and therefore should be available 
to some extent for support of the services which enable that income to 
be earned. 

Now, I think that perhaps I could be best understood—and my col- 
league is an extremely able lawyer and can speak for himself—I can 
be best understood by saying I definitely oppose a constitutional 
amendment which will prevent any State from taxing income earned 
within its borders. 

On the other hand, I am entirely desirous of trying to find some 
techniques which would secure the fair exercise of this power—which 
I feel must be secure and cannot be changed by an amendment to the 
Federal Constitution. The power should be exercised with judgment 
and without running into the inequities to which the chairman has, I 
think, quite properly referred. I think that it can be done by inter- 
state compacts, because of the relatively small number of situations in 
which it 1s an acute problem, but the chairman, of course, may have 
his own views as to that. 

Senator Dopp. You see, Senator Javits, it really isn’t a small num- 
ber. Senator Keating asked me how many States did not allow 
credit for income taxes paid in other States. Counsel has just handed 
me the compilation. Eighteen States, or more than half, make no al- 
lowance at all for the fact that a non-resident taxpayer in another 
State has already paid his Federal income tax and State income tax, 
and now comes the State where he works and says: “It doesn’t make 
any difference; we, too are going to collect from you.” 

Where is this going to wind up? Suppose every State asserted its 
right to do that? Conceivably a man could be subject to 48 State 
income taxes, plus his Federal income tax. 

Senator Javits. May I clarify my point? I mean there were very 
few situations in which you have centers of commerce and industry 
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adjacent to States which send many commuters and which do not have 
income tax. I agree with the chairman, of course, there are many 
inequities in State tax laws and those are quite widespread. 

I was only talking about the number of people involved and the 
amount of income tax. 

Senator Dopp. There are a very large number of people involved in 
the metropolitan New York, Connecticut, New Jersey, and possibly 
Pennsylvania area, but I wonder if you wouldn’t agree, Senator, that 
the number in any one area isn’t a vital question when we are con- 
sidering an overall national tax problem. 

The tax matter could seriously concern a fellow in the Midwestern 
States as well asin New York or New Jersey. 

Senator Javirs. I think it is a vital problem, but what I am talking 
about is how can it be solved. You don’t generally use constitutional 
amendments unless it is a problem not only of broad scope qualitatively 
but also quantitatively. That was the point I was making. 

Senator Dopp. I don’t want to be argumentative about it, but I 
think it is of broad scope. I think when you have 32 States out of 
our total number imposing this kind of tax, it has reached the point 
where it may be fairly said that it is a broad national problem. 

If it were just New York, New Jersey, and Connecticut, I think 
you would havea point. But it is much more than that and the princi- 
ple involved is much greater. 

Senator Kreatinc. I might point out to the chairman, in furtherance 
of what Senator Javits has said, that any interstate compact arrived 
at between the States would come here for ratification in any event. 
So if the States reach an agreement, we will still have an opportunity 
toreview it. 

Senator Dopp. That is true, Senator Keating, but here is another 
problem. We have all tussled with this. I first thought of introducing 
a bill in the Senate, but then I remembered that the States have re- 
served for themselves the power to tax. You can’t cure this by legis- 
lation. You say the constitutional amendment is too drastic. Con- 
stitutionally we can’t cure it by legislation. 

What do we do? Live in a jungle, a chaotic no-man’s land? If we 
can’t cure it by legislation and you think a constitutional amendment 
is too drastic, we are almost saying we can’t do anything about it. 

Senator Javirs. I was only going to say this and then I will have 
to be excused. 

Senator Dopp. I know what you said. I think you said by inter- 
state compact. 

Senator Javirs. May I just finish my thought? I think I said more 
than that. I think you are calling public attention to a problem, and 
I think that is all to the good. And certainly that is very desirable. 

Now, question. If it can be cured by agreement, then the normal 
American course is to try to work these things out rather than to get 
into a big drastic thing like a constitutional amendment. 

Senator Dopp. But you know the efforts to work it out haven’t been 
very fruitful. The Governor of Connecticut and the Governor of 
New Jersey have met with two Governors of New York, both Mr. 
Harriman and Mr. Rockefeller, and they have been received sympa- 
thetically, and everybody says “Yes.” But nothing has been done. 
We ought to do something about it. 
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The Governor of New Hampshire is up in arms with respect. to the 
income tax of the State of Massachusetts. Based on this experience 
I wouldn’t think the outlook is too good. 

Senator Javirs. I think you ought to hear from Mr. Mur phy from 
New York because I know New York is quite prepared in a very 
active way to make a contribution. 

Senator Kearinc. Governor Rockefeller is seizing this problem as 
he does the other great problems which face our State with alacrity 
and judgment. 

Senator Dopp. Yes. I think that is true. I think he is aware of 
the fact that it is troublesome. 

By the way, he wrote a letter to the chairman of this subcommittee 
which I think should be in the record, and in which he says that he 
is sorry he can’t be here, but he has problems which require his pres- 
ence in Albany. He specifically designated Tax Commissioner Mun 
phy as his representative here this morning. 

(The letter referred to is as follows:) 

STATE OF NEW YORK, 
EXECUTIVE CHAMBER, 
Albany, March 24, 1959, 
Hon. Estes KEFAvUvVER, 


Chairman, Committee on the Judiciary Subcommittee on Constitutional Amend- 
ments, U.S. Senate, Washington, D.C. 


DEAR SENATOR KEFAUVER: Thank you for your letter of March 16 in which you 
extend an invitation to appear as a witness before the Senate Subcommittee on 
Constitutional Amendments on April 16. 

The hearing falls during the period when I must act on legislation adopted 
during the current legislative session and I shall accordingly be unable to 
attend. However, I have asked the Honorable Joseph H. Murphy, commissioner 
of the State department of taxation and finance, to represent me at the hearing, 
I have also forwarded to Commissioner Murphy the copies of Senate Joint Res- 
olution 29 and Senate Joint Resolution 67 which you thoughtfully forwarded. 

With best wishes, 

Sincerely, 
NELSON A, ROCKEFELLER. 

Senator Witey. Mr. Chairman, I want to say that I feel that it is 
very serious problem. For instance, I have people come into my office 
where they are taxed in three places on their income. 

Then I have a situation where little businesses in my State make 
sales in other States. They are taxed on their income by Wisconsin. 
They are taxed on their income by the Federal Government. And 
then they are taxed by the States where they make the sales. 

So it is a problem that calls for a remedy. What the remedy is I 
couldn’t say. However, I am satisfied that it is something that must 
have relief. The thing must be settled, and we must see if we cannot 
find a basis on which taxes don’t eat up everything. 

(At this point in the proceedings Senator Javits leaves the hearing 
room. ) 

Senator Kratinc. May I comment on the statement by the Senator 
from Wisconsin? I have been confronted with the same problem 
with small businesses engaged in a number of different States, but I 
point out to the Senator that this proposal would in no way deal with 
that situation. That doesn’t have anything to do with it. 

Senator Dopp. I think that is true. It doesn’t reach that. I know 
what was in my own mind anyway. I felt we should try to deal with 
income taxes first as this is the most acute problem. 
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Senator WiLry. You get at the individual situation, but I call atten- 
tion again to the fact that while the business has its location, its office 
in Wisconsin, it sells by mail. It is still in Wisconsin. That is where 
it does its business; and when it ships, it ships in interstate commerce. 
And now because of what the Supreme Court has said, then can tax 
that sale, and so forth and so on, over yonder. 

Senator Krattne. Yes. That is right. And I think that is a 
problem with which we must grapple. 

The thing I point out to the Senator is that there is a proposal in 
to deal with that, I believe, but the proposal before us today in no 
way touches that situation. 

Senator Wiiry. I agree with that. 

Senator Dopp. I am not unmindful of the problem that you very 
well described here of the cities and the States providing services for 
people who earn their living within their confines. I think it is one 
of the great problems of our generation. 

(At this point in the proceedings Senator Wiley leaves the hearing 
room. ) 

Senator Keartnc. The other day I was talking with a resident of the 
Senator’s State who understandably was presenting his objections to 
New York taxing him on the income he made in New York, and I said: 
“Well, it is very simple. If you sign a waiver that you won’t call on 
us for police protection, and you will bring your own sewers with you, 
and won’t drink any of our water while you are there, I feel sure that 
you can make an arrangement with the State tax commissioner to 
get exempted.” 

Senator Dopp. That is a good way to put it. It is a good use of 
language to point up a real aspect of this difficult problem. I have 
never thought it was simple. 

Senator Keattnc. No. I realize that, and I appreciate the very fair 
manner in which the chairman has conducted this hearing, and the 
fair and considerate approach which he has to the problem, not only 
of his own State but of States like New York. 

And now may I introduce to the chairman our commissioner of 
taxation and finance and the president of the New York State Tax 
Commission, Mr. Joseph H. Murphy, who has had a distinguished 
legal background and who, I know, will present testimony that is very 
much worth hearing. 

Senator Dopp. Thank you, Senator Keating. 

Come up and be seated, Commissioner Murphy. We are glad you 
are here, and we are anxious to hear from you. 


STATEMENT OF HON. JOSEPH H. MURPHY, COMMISSIONER OF 
TAXATION AND FINANCE, AND PRESIDENT OF THE NEW YORK 
STATE TAX COMMISSION 


Senator Dopp. You are Mr. Joseph H. Murphy ? 
Mr. Murruy. My name is Joseph H. Murphy. 
Senator Dopp. You are tax commissioner of the State of New York. 


Mr. Murrny. Yes, and president of the New York State Tax 
Commission. 


Senator Dopp. Where do you live? 
Mr. Mureny. My home is in Syracuse, and my office is in Albany. 
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Senator Dopp. Do you have a prepared statement? 

Mr. Murpuy. Yes, sir. 

Senator Dopp. You go right ahead. 

Mr. Moureny. First, I should like to thank you not only on my own 
behalf but on behalf of Governor Rockefeller for this opportunity to 
present the views of New York State on Senate Joint Resolutions 29 
and 67. ; 

As I understand it, Senate Joint Resolution 29 prohibits State taxa- 
tion of income derived from personal services of nonresidents. Senate 
Joint Resolution 67 contains a similar prohibition, with certain rami- 
fications not material here. ia te 

On April 9, 1959, Governor Rockefeller stated in his letter to the 
Honorable Jacob K. Javits and to the Honorable Kenneth B. Keating, 
members of your honorable body, that the State of New York is un. 
alterably opposed to amendments of this nature. _ 

Personal income taxation is a most provocative subject today— 
regardless of who is affected. We in New York have had considerable 
reason in recent months to be most sensitive to the implications of any 
action in this area. In the field of State taxation of nonresidents, we 
have had the king-size version of a nationwide problem. 

State taxation of nonresidents is another of the social and economic 
problems created by complex metropolitan areas which embrace more 
than one State. These problems are not new in New York, but, as Sen- 
ator Keating pointed out, they have been greatly magnified in recent 
years as transportation facilities have been improved, as living stand- 
ards and incomes have risen, and as the desire for homeownership has 
been heightened. 

It would be a repugnant arrangement, indeed, if government could 
decide that individuals must live in the same State from which they 
derive their livelihood. Naturally, there has never been any question 
in this country about the inherent right of a free choice of residence, 
Nonetheless, problems do arise when the choice is made to reside ina 
State other than the one of employment. New conditions are created 
which, at first blush, seem difficult to reconcile with historical con- 
cepts of the citizen’s relation to his government. 

owever, a large part of the problem of nonresident taxation, in the 
public mind, at least, stems from a misunderstanding of the conditions 
under which a citizen can be subject to taxation by two jurisdictions. 
This, then, is the framework within which lies the special problem of 
income taxation of nonresidents. 

In New York State the concern of our administration is no different 
with respect to nonresidents than it is with respect to those who both 
work and reside within the State. The man who works in New York 
but takes the ferry home in the evening is every bit as much a part 
of our community as the man who rides home on the subway. 

Whether he is a New Jersey machinist working on a missile proj- 
ect on Long Island, a Connecticut stockbroker on Wall Street ora 
Vermonter making turbines in Schenectady, his well-being is inex- 
tricably tied to that of the State of New York. We are equally in- 
debted to these individuals for their individual productivity, their 
ingenuity, and industry. 

These great indispensable human resources, we believe, must be 
carefully tended and developed if we are to prosper. Consequently, 
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we can il afford to antagonize or to subject any segment of our work 
force to discriminatory taxation. For above all, our new administra- 
tion n New York is attempting to implement by direct and practical 
means the primary goal of maximum progress through economic 
growth. Any form of repressive taxation can hardly contribute to 
this progress. 

I am sure you are quite aware that we in New York have had to 
make some hard decisions in the tax field in recent months. We have 
had to recognize that the economic health of the State is intimately 
tied to the soundness of its financial position. 

This, in turn, requires a tax structure adequate to meet our urgent 
requirements but carefully designed to minimize interference with 
economic growth. We believe the ancient burden of taxation cannot 
be and indeed should not be disguised or sugar-coated. It is a bitter 
medicine, but like all good medicines it should improve the health 
of the patient. 

As we move nearer the goals we have set for ourselves, the obvious 
rewards will not be confined to those who reside in New York State. 
You may rest assured that, as I am speaking now, the great human 
and economic resources of the State of New York are being mobilized 
for this effort. 

For the past 40 years of State taxation of personal incomes, there 
has been virtually constant argument regarding the treatment of 
nonresidents. There has been much discussion about the relative 
priority of tax claims over the income of nonresidents between the 
State of residence and the State of employment. Although there is an 
abundance of strong arguments on both sides of these questions, the 
basic legal issues have long since been resolved. 

In an early and crucial case in this area, Mr. Justice Pitney, in 
aflirming the rights of States to impose an income tax on nonresidents, 
succinctly stated the essence of the matter—that a State— 
may levy a duty of like character and not more onerous in its effect upon in- 
come accruing to nonresidents from their property or business within the State 
or their occupation carried on therein (Shaffer v. Carter, 252 U.S. 37 (1920)). 

We in New York, and I believe all the other income tax States, ad- 
here to the belief that the measure of a taxpayer’s liability should be 
the “benefits” conferred upon him by the taxing jurisdiction. These 
benefits, I shall attempt to show later, are numerous and bear heavily 
on his economic and social welfare. 

At the hearings which preceded the adoption of our New York law 
in 1919, the question of what to do about nonresidents was discussed 
at great length by the legislators and their staff of experts. They felt 
that taxing residents only would lead to considerable emigration to 
neighboring States which had no income tax. 

In reviewing the deliberations of the legislative committees of 
that time, it is clear that the decision to tax nonresidents was not 
based primarily on the desire for additional revenue, but rather be- 
cause it would be the means for discouraging future tax avoidance 
through emigration. Our experience with taxpayers of all kinds 
indicates that that conclusion is just as sound 40 years later as it was 
then. 

In recent years there have been countless instances where tax laws 
in some jurisdictions have given rise to situations in which some 
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feature of taxation has become one of the major determinants of 
economic behavior. This is certainly alien to what we in New York 
feel should be sound tax policy consistent with basic democratic 
principles. 

If I were to select one principle of taxation to which we firmly sub- 
scribe I would choose this one—that tax laws should be revenue meas- 
ures, which, in and of themselves, do not introduce artificialities in 
our business conduct. <A corollary, of course, is that tax laws should 
not be such that they become primary determinants of our behavior 
in other spheres. 

If nonresidents were to be exempted from taxation in New York 
State and in the 31 other income-tax States, I am frankly concerned 
about the potential extent of social and economic dislocations which 
may result. Over and above this consideration, the fact would re- 
main that to exempt nonresidents from the income tax in the State in 
which they are employed would represent a flagrant discrimination 
against the resident taxpayer who would be paying in full for the 
many services and functions enjoyed by the nonresident. 

Stated briefly, our conviction in this matter is that nonresidents 
should be taxed because of the various benefits they receive. I am 
reminded of the opinion in a very old tax case in which the gist of this 
was very well stated : 

The power of taxation, indispensable to the existence of every civilized gov- 
ernment, is exercised upon the assumption of an equivalent rendered to the 
taxpayer in the protection of his person and property, in adding to the value of 
such property, or in the creation and maintenance of public conveniences in 
which he shares Union Refrigerator Transit Co. v. Kentucky, 199 U.S. 194, 202 
(1905). 

Senator Dopp. Do you mind being interrupted ? 

Mr. Murrpuy. No, sir. 

Senator Dopp. I thought I understood you to say in effect that New 
York State for income-tax purposes treats its residents and non- 
residents alike. Did you say that? 

Mr. Murpeuy. We tax them both. That is what I intended to say. 

Senator Dopp. Well, am I wrong in my understanding that New 
York doesn’t tax them alike at all? For example, a Connecticut resi- 
dent may pay as much as 45 percent more than your State would have 
collected from a resident on the basis of the same income, same family, 
and so forth. That certainly isn’t the same treatment. 

Mr. Murrpny. He may pay more. 

Senator Dopp. He does, as a matter of fact. 

Mr. Murpuy. If he itemizes his deductions. 

Senator Dopp. That isn’t the same treatment; is it ? 

Mr. Murpny. No, sir. 

Senator Dopp. I just wanted to make that clear on the record. 

Mr. Murry. Obviously, under the best of circumstances, the 
value of these public services can only roughly be measured. Many 
people today tend to overlook these fundamental functions of pro- 
tection of the person, the enjoyment of life and liberty, the right to 
acquire and possess property of every kind and to pursue and obtain 
happiness and safety, subject to reasonable laws. These are the real 
purposes of government which we should never take for granted. 
These are among the things we are paying for with taxation. 





Nn 
r 
¢ 
I 


e 


— 


eg 


fm oh + j A A wee —~ 


4 


outp 


4 


i ee ee ee 





3 of 
ork 
"atic 


sub- 
eas- 
‘s in 
ould 


vior 


York 
rhed 
hich 
l re- 
te in 
ition 
* the 


lents 
am 
this 


| gov- 
Oo the 
ue of 
es in 
+, 202 


New 
non- 


Ly. 
New 
resi- 
have 

mily, 


. the 
Many 
_ pro- 
ht to 
btain 
> real 
unted. 


TAXATION BY STATES OF NONRESIDENTS 101 


To be more specific, one can hardly overlook the value to the com- 
muter of the highly efficient but costly system of parkways and ex- 
pressways in the metropolitan area—or the extensive recreational fa- 
cilities, State parks, and so on, either just north of the New Jersey 
line or along Long Island Sound convenient to Connecticut—or, in 
another area, the policing of working conditions by our labor de- 

artment as well as its labor mediation facilities—or, the very recent 
aids granted to railroads by our 1959 legislature which were designed 
primarily with the commuter in mind. The list is virtually endless. 

I recently read in the press a statement alleged to have been made 
by one of our nonresidents. He acknowledged that certain services 
were performed for his convenience—specifically, that the streets 
were paved between Grand Central Terminal and the RCA Building. 
Now, I think that most nonresidents appreciate that we are furnishing 
a great deal more than the paving of 10 blocks of streets in New York 
City. 

Aside from the many obvious, direct services performed in New 
York State, it is very easy to ignore a factor of overriding impor- 
tance—the economic environment. New York State, by the waving of 
a magic wand, did not suddenly become a good place to work. 

Those who derive their livelihood in our State have found a whole 
social and economic system ready and waiting for them—a system of 
orderly markets, peace and order, a corps of skilled workers, a vast 
business apparatus, and an atmosphere conducive to economic prog- 
ress. All this has been developed by years of careful husbanding of 
resources by Government in an active partnership with private 
enterprise. 

While we feel that we have a fine economic environment at the mo- 
ment, we feel just as strongly that we have not achieved perfection 
and that substantial further progress can be and will be made here. 
The stimulation of the economy with minimal guidance, we feel, 
must come from our State government. 

The costs, as well as the rewards, of this great endeavor must be 
shared by all of the participants. Our great concern now is that these 
costs be shared fairly. If the costs bear harshly on any sector, we 
want to know about it and to take corrective action. 

At various times in my remarks I have used the expression “favor- 
able business climate.” Permit me to tell you what we mean and 
what we are striving toward. 

First of all, we believe it means putting Government’s house in or- 
der by operating within a sound budget structure with everyone bear- 
ing his fair share of the load. 

Second, we believe it means providing and guarding a free com- 
petitive environment in which industry can produce and sell to the 
direct benefit of owners, management, and employees. 

Third, we believe it means the creation and safeguarding of a sys- 
tem which encourages the individual to choose the type of employ- 
ment he prefers and in which he excels; to choose the location in 
which he will work and the conditions under which he will work. 

Finally, we believe it means promoting the establishment of new en- 
terprises and the expansion of existing facilities in order to produce 
& maximum of productive and profitable job opportunities. 

This is the broad outline of our program in New York State. It is 
directed toward all who derive their income within New York and 
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we believe very strongly that all should contribute to the cost of the 
program. 

Because of the widespread interest in the subject, we have developed 
substantial analyses of data relating to nonresidents subject to our 
tax. As a group, nonresidents differ materially from residents, not 
only residents in general but also those who reside in New York 
City. 

Ko begin with, we have about 190,000 nonresidents subject to our 
tax, 137,000 from New Jersey, 20,000 from Connecticut and the re- 
mainder scattered throughout the country. In terms of tax liability, 
nonresidents as a group in 1956, the latest year for which we have 
complete data, paid a total tax of $33 million—$20 million from resi- 
dents of New Jersey, $8 million from residents of Connecticut and the 
balance scattered. 

To illustrate the difference between residents and nonresidents, we'll 
take a look at some wage figures. The average total income reported 
by all residents (before deductions and exemptions) was $5,950. Resi- 
dents of New York City do not differ materially. Their average in- 
come was $5,953. The New York State income of New Jersey resi- 
dents, by contrast, averaged $7,022 or 18 percent more than residents; 
and New York State income of Connecticut residents, $11,484 or 92 

ercent more than residents. Nonresidents, as a group, had average 

New York incomes of $7,287 or 22 percent higher than residents. 

From another standpoint, a percentage distribution of residents 
and nonresidents by total income classes makes it abundantly clear 
that our nonresidents as a whole are far from “typical” taxpayers. In 
relative terms, nonresidents enbrace one-sixth more taxpayers with 
gross incomes between $5,000 and $10,000 than residents; over twice 
as many between $10,000 and $25,000; almost 50 percent more be- 
tween $25,000 and $50,000, and two-thirds more with gross incomes 
in excess of $50,000. 

Available statistics indicate that the income of New Jersey residents 
working in New Jersey is slightly less than the income of New York 
residents on an average and taking both States as a whole. More 
than anything, I think these figures highlight the more favorable po- 
sition in which New Jersey residents working in New York find 
themselves. 

Senator Dopp. Could I ask a question there ? 

Mr. MurpHy. Certainly. 

Senator Dopp. Maybe I shouldn’t ask it at this point. Have you 
completed that part of your statement having to do with relative in- 
comes 

Mr. Morrny. I was going to talk about relative expenditures. 

Senator Dopp. Go ahead and then I will ask my question. 

Mr. Murpuy. Now, as income is generally fuged as a reasonable 
indication of how much something is worth, let us see what proportion 
of total income reported in New York State was earned by nonresi- 
dents asa group. In our total revenue picture, the $33 million dollars 
derived from nonresidents represented about 2 percent of New York 
State’s total revenue for 1957-58. 

However, our studies also indicate that nonresidents received 5.3 
percent of all income reported. This means that the nonresident re- 
ceiving over 5 percent of all income reported within the State of New 
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York pays only 2 percent of the cost of our State government. This 
impresses us as a fair bargain. 

oes it not seem fair that the nonresidents should make a fair con- 
tribution for governmental services in return for such obviously fa- 
yorable conditions? Here we must remember that for the nonresi- 
dents these averages are based solely on their incomes reportable to 
New York State. Since the earnings of nonresidents are so high, the 
amount of “other income,” which is not subject to the New York tax, 
such as dividends, interest, capital gains or securities, rents or other 
income earned outside New York State, would be significant. 

The basis of equity in our method of taxing nonresidents is closely 
related to this “other income.” Since legally we do not and cannot 
recognize the existence of this income, we have felt that, in general, we 
cannot recognize these other deductions which, in the main, are of a 
personal nature and are unconnected with the production of income 
in New York. 

I realize that it is difficult to convince a taxpayer whose entire in- 
come is earned in New York that he cannot deduct the property tax 
or the mortgage interest on his New Jersey home. Yet, if he moved 
to another location in New Jersey and rented his original home, I be- 
lieve he would have no difficulty understanding that as we do not tax 
his rental income, we could not recognize the taxes or any other costs 
attributable to the rental property. 7 

Now, as a matter of fact, as Senator Keating has indicated, we in 
New York are sympathetic to the problem which the nonresident faces. 

Senator Dopp. I think you are going to another subject aren’t you? 
What is your point? What were you trying to prove when you cited 
the figures about the amount that one is paid and the number of peo- 
ple paying it and the higher income per capita in Connecticut? What 
are you trying to prove by that? 

Mr. Mureuy. In New York we have a very favorable economic 
climate which is conducive to the higher salaries which these nonresi- 


dents earn. We have created an atmosphere which is attractive to 
them. 


Senator Dopp. Yes. 

Senator Karine. You don’t contend that they are any smarter 
just because they come from Connecticut and New Jersey ? 

Senator Dopp. I wasn’t going to ask that question. 

Mr. Mureny. No, I don't. 

Senator Dopp. I just wanted to be clear what your point was. Your 
point is, I take it then, that New York makes it possible for them to 
earn more money ? 

Mr. Mureny. To earn the money they are earning. Yes, sir. 

Senator Dopp. Well, you get into quite a bit of difficulty, don’t you, 
if you proceeded very far on this tangent? What are the statistics 
with respect to per capita income as between New York State and 
Connecticut? I don’t know offhand, but perhaps you know. 

Mr. Murery. I don’t know. 

Senator Dopp. Well, let us assume a set of facts. It isn’t too im- 
portant as a matter of figures but it is as a matter of philosophy. 

Let us assume that per capita income in Connecticut is 2 percent 
higher than it isin New York. What would that mean to you in com- 
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puting your figures as you have related them here today. What mean- 
ing would you give to that ? 

Mr. Mourpuy. To the fact that the per capita income in Connecticut 
was higher than that in New York? 

Senator Dopp. Yes. 

Mr. Murreuy. My offhand reaction would be that the economic con- 
ditions were more favorable for earning more money. 

Senator Dopp. It wouldn’t have any particular meaning for tax 
collection purposes, would it, in New York? 

Mr. Murpuy. I can’t see where it would. 

Senator Dopp. I don’t see it either. I just wanted to understand 
that. 

Proceed with your statement, please. 

Mr. Murreny. Under our new tax law, the maximum optional de- 
duction, available to nonresidents as well as residents, was increased 
from $500 to $1,000. This will have a very beneficial edect on non- 
residents earning $10,000 or more annually in New York State. It 
will result in a reduction in taxes for a great many nonresidents. 

We are presently exploring the ramifications of allowing the non- 
resident to prorate his deductions based upon his New York earnings, 
In doing this, we are motivated by a concern for the wage earner 
whose sole earnings are derived from New York employment and 
who does not receive any of the other forms of income which we do 
not tax. 

This in no wise alters our position that the nonresident has a real 
and substantial obligation to the State of New York for the extensive 
benefits he receives in the way of public services, higher pay, and 
favorable working conditions. 

Now, let us approach it from another standpoint. While no precise 
measurement can ever be made of the value of basic public services 
to any citizen or any group of citizens, a rough comparison can be 
made between what the nonresidents pay us under the personal in- 
come tax and an approximation of their “share” of basic costs. Since 
most of our nonresidents are employed in New York City, for pur- 
poses of illustration we can make a crude allocation of their share of 
the cost of basic governmental services in New York City. 

Senator Dopp. Again let me interrupt. Do you know how many 
New Yorkers work in New Jersey and Connecticut? Are you going 
to tell us both aspects of this interchange? 

Mr. Murrpuy. No. I wasn’t planning to. 

Senator Dopp. Well, it would be an important part of the whole 
picture, wouldn’t it? If 50,000 New Yorkers work in New Jersey 
every day, they don’t contribute a cent toward the operation of the 
New Jersey government, municipal or State. 

Mr. Mourrny. That is right. 

Senator Dopp. I think if you are going to give us one side of it you 
ought to give us both. 

Mr. Murreny. Virtually all the nonresidents working in New York 
City are New Jersey or Connecticut residents. 

Our statistical studies indicate that New Jersey and Connecticut 
taxpayers constitute 7.2 percent of the taxpayers employed in New 
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York City. It follows then that 7.2 percent would be an approxima- 
tion of the nonresidents’ share of basic municipal costs. 

During the fiscal year ended June 30, 1958, New York City spent 
about $427 million on basic services, including only police, fire, sani- 
tation and the local judicial system. New York City, as you know, 
annually receives hundreds of millions of dollars in the form of finan- 
cial aid from the State government. 

If we then apply the 7.2 percent factor to the $427 million spent by 
New York City, we find that the nonresidents’ share of the cost would 
be approximately $31 million. The $31 million contrasts with $28 
million of personal income tax paid by residents of these two States, 
New Jersey and Connecticut. 

This method, of course, assumes an equal sharing of cost on a per 
capita basis. If we calculated the nonresidents’ share on an income 
basis, that is, if we related the total New York income of the New 
Jersey and Connecticut residents to the total income of all persons in 
New York City, as shown on our tax returns, the nonresidents’ share 
increases to 9 percent. Applying the 9 percent to the $427 million in 
cost indicates that the nonresidents’ portion of the burden would be 
over $38 million. 

This simple illustration, obviously, does not take into consideration 
any of the multitude of direct and indirect services and functions of 
the State government itself nor does it take into consideration the 
intangible, but very valuable, feature of favorable economic environ- 
ment. 

Senator Dopp. Does it neglect to take into consideration the fact that 
these people make a contribution toward the economy of New York? 
Are you going to refer to that in your statement ? 

Mr. Murreuy. Well, I think we recognize it makes a contribution. 

Senator Dopp. That is a factor that ought to be included as well. 

Mr. Mureny. Right. The fact that the average income of non- 
residents is so much higher than that of residents appears to be mighty 
convincing evidence of just how valuable the environment is. Despite 
the crudeness of these approaches, New York State is certainly not 
overcharging for all that it provides to the nonresident who is working 
here. It seems to us that a strong case could be made to the contrary. 

Certainly, no income tax law can ever be perfect in design, nor is it 
possible for a tax law, however carefully designed, to fall with pre- 
cisely equal weight on all taxpayers in similar circumstances. It does 
appear, though, that in actual practice the New York State tax ap- 
proaches this ideal for the vast majority of taxpayers. 

Much of the discussion about the problem of the nonresidents re- 
minds me of a conversation I once had with a small industrialist. 
Several years ago this man located his new plant in a relatively unde- 
veloped area. When he built the plant, real-estate taxes were very 
low. 

Several years later they were many times higher, but, you see, 
shortly after he built his plant, his employees, many coming from 
distant locations, built homes in the area. Many municipal services 
were needed and furnished. 
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The community then drew many other industries to it and in g 
relatively short period, my acquaintance’s plant was the center of a 
full-fledged, small industrial community. Yet, in an adjoining town. 
ship, which remained undeveloped, the taxes were still very low. 

My acquaintance felt that he had made a very big mistake by build- 
ing his plant where he did rather than in the adjoining township, 
The os of my story is that there are few if any tax havens today, 
The blessings of growth are numerous, but they do carry with them 
the responsibility of taxation. 

It is all too easy to assume that the costs of operating the govern- 
ment of New York State or New York City should be borne entirely 
by those who live there. However, I do not believe that most non- 
residents subscribe to this theory, no matter how pleasant a thought 
this would be from their viewpoint. ‘ 

If a business is situated in a community, the owner clearly recog. 
nizes his social responsibility to pay taxes on the profits of the busi- 
ness to the community in which his business is conducted. I think 
that most nonresident salary recipients recognize the same responsi- 
bility—not that they are philanthropic about it; it is just a hard 
reality. 

Senator Dopp. Let me ask a question there. Isn’t there a differ. 
ence? Isn’t a corporate tax collected in one State deductible, certainly 
for Federal purposes, and isn’t it in most other States ? 

Mr. Mourpuy. Yes, sir. 

Senator Dopp. But the income tax isn’t in 18 States. 

Mr. Mourpny. That, I think, is certainly an inequity which should 
be corrected. 

I have completed my statement. On behalf of Governor Rocke- 
feller, I would like to thank you for this opportunity to testify. 

Senator Dopp. It isa very interesting statement, Mr. Commissioner, 
and I am glad you came here and testified. You are an expert in this 
field, and it helps the subcommittee to have your views. 

I have one or two questions that I didn’t ask you while you were 
making your statement, although I did in a way touch upon them. 

I ask you if it isn’t a fact that a number of New York residents 
work in Connecticut and New Jersey—we are only taking those States 
for purposes of demonstration. 

(At this point in the proceedings Senator Keating leaves the hear- 
ing room.) 

Senator Dopp. My recollection is—I think I am right—that there 
are more than 50,000 New Yorkers who work in New Jersey, and they 
pay no income tax in New Jersey. They make no contributions at all 
for the same services which are rendered to New Jersey residents who 
work in New York. 

I think we could both agree that this is obviously inequitious. 

Mr. Mourrny. Yes. 

Senator Dopp. Do you have any suggestion as to how we might 
cure it ? 

Mr. Murpuy. Yes, sir. 

Senator Dopp. What is it? 

Mr. Moureny. Enact an income-tax law in New Jersey. 
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Senator Dopp. I thought that would be your answer. You suggest 
that all States should have income-tax laws? 

Mr. Murruy. Of course, it depends upon the need of the State. 
I am not an advocate of income-tax laws per se; but if the State 
needs income, that is a pretty fair way to raise it. 

Senator Dopp. Let us reason it out together. I think you must 
say you have to recommend it for all because it is a principle you are 
recommending. You simply don’t want to put more taxes on the 

le of New Jersey. In this day and age, as I have remarked at these 
fisiings before, with time and space shrinking and shortening, if 
you are going to do it in one place, pretty soon you will have to do 
it in all. We are all rubbing shoulders more and more with each 
other in commerce, personal relations, and in everything we do, 
whether we like it or not. 

I take it your solution is for everybody to put a State income tax 
law into effect. And I assume it would follow that you would make 
corrections in your structure allowing deduction for the tax paid 
in other States. 

Mr. Mureny. We would have such a provision. 

Senator Dopp. If this becomes uniform, and if the 50 States have 
income taxes, where will we end up? You wouldn’t collect very 
much, would you, in New York? Assuming you allow as a deduction 
the income tax paid, and assuming Connecticut passes a State income 
tax law comparable on a percentage basis with what you have in 
New York, and assuming that it taxes its people on the same basis, 
the Connecticut residents who work in New York, then, simply file 
a return indicating that they have paid in Connecticut. So for all 
— purposes they get a complete exemption, don’t they, in New 

ork? 


Mr. Mourreny. Virtually. 

Senator Dopp. Suppose you had this all over the country. 

Mr. Murreny. You would collect from your own residents. 

Senator Dopp. But I am talking about nonresidents. 

Mr. Murry. You wouldn’t collect. 

Senator Dopp. Would this mean a loss of revenue to you ? 

Mr. Murruy. To the State of New York it would mean an annual 
loss of around $33 million of revenue. 

Senator Dopp. So, actually, by your suggested cure you would re- 
duce revenues for the State of New York ? 

Mr. Murrny. It would have that effect ; yes, sir. 

Senator Dopp. Would that help you, really ? 

Mr. Murruy. Not at thistime. It certainly would not. 

Senator Dopp. You wouldn’t want to recommend that to Governor 
Rockefeller, would you? 

Mr. Mureny. I think it would be an economy. 

Senator Dopp. And also doesn’t your solution smack of retaliation ? 

Mr. Murrey. How else would you get a contribution from New 
York residents who come into New Jersey unless you charge them 


as they go over the State line or find some other device for making 
them pay ? 
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Senator Dopp. I don’t think it is exactly retaliation, but it seems to 
me to be a bit in that area. 

Mr. Mureuy. I would like to correct the record on one thing. I 
said all States should have income taxes. There are special rob- 
lems in places like Pennsylvania, where I understand Philadelphia 
has a tax. 

Senator Dopp. A municipal tax. 

Mr. Murrny. It is a serious question of whether you want two 
or three. 

Senator Dopp. You have anticipated me. How far do you think 
we ought to goin this? There are several municipalities in this coun- 
try that now levy income taxes, and let us assume that all States do 
and that the cities do. How far do you want to go? Do you want 
to include the counties ¢ 

Mr. Mureny. I think, from the standpoint of New York, it is our 
feeling that a State income tax is probably as far down the road as 
you care to go. 

Senator Dopp. That is precisely the point. I think you are right. 
You have decided in New York that, as a matter of policy you want 
a State income tax. 

Mr. Murreuy. Yes. 

Senator Dopp. By one method or another you are trying to impose 
that decision on others. 

1. Youare collecting the income tax from nonresidents. 

2. You are suggesting that other States ought to collect it for you. 

That is what troubles people who have been trying to find a solu- 
tion to this problem. 

Mr. Murpuy. It is a difficult problem, especially in this period of 
the rising cost of living. 

Senator Dopp. Most people use the short form for Federal income 
tax purposes, don’t they / 

Mr. Murpny. Yes, sir. 

Senator Dopp. I don’t know what the percentage is, but I would 
assume a vast majority of people use the short form. 

Mr. Murruy. I would guess well over two-thirds. 

Senator Dopp. Now, in the withholding for income tax purposes, 
they wouldn’t get any benefit out of this answer that you have given, 
would they ¢ 

Mr. Murreny. You mean deduction of State taxes? No; they would 
not. 

Senator Dopp. Well, for them, certainly, they are going to be in 
trouble, aren't they ? 

Mr. Murrnuy. Well, I think those who use the short form do it 
because they can’t get over the 10 percent. 

Senator Dopp. I know. 

Mr. Murrny. And, theoretically at least, the optional deduction 
was designed to help that person. 

Senator Dopp. It isn’t a matter of election on their part. You say 
they can’t. 

Mr. Murrny. That is right. By that I mean they don’t have 
enough deductions to itemize. 
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Senator Dopp. But it doesn’t help them anyway, does it! 

Mr. Mourreuy. No, sir. 

Senator Dopp. I hope we made that clear on the record. It troubles 
me. 1 have tried to reason it out, but I think there is a valid point 
there. Am I right about it? 

Mr. Mureny. Well, the theory of putting in that 10 percent to 
begin with, as I understand it, was to help the fellow whose deductions 
were not great and to give him some figure which would represent 
what the Congress at that time thought was a favorable approxi- 
mation. It was really designed as a beneficial measure, as was our 
10 percent. We went from $500 to $1,000 this year to help the tax- 
payer, to make his burden lighter. 

We reduced our exemptions. 

Senator Dopp. What is behind your thinking to disallow for a non- 
resident the deductions that you allow for a resident? What is the 
tax philosophy behind that policy ? 

Mr. Murpnuy. Well, that this money is not expended in the State 
of New York within the same jurisdiction that it is received. 

Senator Dopp. Let me ask you, does that really make a difference ? 
If I am treated medically in New York City, although I reside in 
Connecticut, am I allowed to deduct as a medical expense because | 
was treated in New York / 

Mr. Murrrty. No, sir. 

Senator Dopp. Then that isn’t the answer. What is the answer? 

Mr. Murry. I don’t know that the philosophy behind disallow- 
ing the deductions is too sound. As I indicated, we are presently 
studying that phase. 

Senator Dopp. I just wondered what it was. 

Mr. Murrny. We had several approaches to it in New York State; 
one allowing a pro rata portion of your deductions based upon the 
yroportion of your income as to withholding income, the point which 

mentioned in my formal remarks. This would goa long way toward 
making this an equitable situation. 

Senator Dopp. Well, I think it might help in a limited sense. Well, 
Mr. Murphy, I am grateful to you. I think all of the members of the 
subcommittee appreciate the fact that you came down. The Governor 
was good enough to ask you to come down. We want to get the views 
of all interested persons and get their thinking, and my own attitude 
about this problem is that we ought to try to reason this thing out 
and come up with a solution that most reasonable men would accept, 
and it is not a matter because I live in Connecticut. I would be just 
as concerned if we didn’t have this problem. I think I should be. 
and I think you would be, too. 

Mr. Murrny. It isa real problem. There is no question about that. 

Mr. Fensrerwavp. May I make one observation and ask one anes- 
tion, sir? 

You mentioned that Philadelphia and Pennsylvania presented 2 
different problem. Philadelphia has a city earnings tax, but Pennsyl- 
vania does not have a State income tax. You indicated that, if 

44708598 
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Pennsylvania had a State income tax, it would make a particularly 
difficult situation. 

I know of one such situation. People who live in East St. Loui 
Ill, and work in St. Louis, proper, and who pay a full taxload in 
Illinois, are subject to both a Missouri State income tax and a St. Louis 
city earnings tax. There may be other instances of this type of multi- 
pletaxation. Ijusthappentoknowofthatone. —— 

It seems to me that this type of situation could arise in any number 
of places, and, as the chairman pointed out, you could have a county 
tax on top of all that. 

Short of a constitutional amendment, is there any solution to this 
rather difficult problem ? 

Mr. Murruy. In New York, we have a solution to it in the sense 
that the municipalities cannot enact laws imposing taxes. It is re- 
quired that they be authorized by the legislature. And, if you have 
a sound State fiscal policy, you can control that sort of thing. I 
don’t see, short of a constitutional amendment, where 

Senator Dopp. That is why Governor Meyner’s suggestion has 
rather intrigued me. What he suggests is that we draw an amend- 
ment which would be broad but operative, I think. Let me read you 
what he said : 





Perhaps the wisest course would be an amendment expressing fundamental 
policy and reposing its implementation in Congress. It could impose the duty 
upon the Congress to establish by law uniform standards— 
that is what you are talking about in New York State; that is what 
you do— 
to be met by State legislation imposing income taxes on natural persons who 
are not residents, who are not domiciled within the State. It could express the 
policy that the standard should guard against the imposition of undue burden 
of such taxation, taking into account the lesser benefits of government received 
by the class while permitting a fair degree of taxation upon their income. 

Mr. Mureny. I understand what you are saying. I was trying to 
think of the implications of this. 

Senator Dopp. You made me think of it when you said, rightly, in 
New York and other States the State legislature usually reserves 
control over the rights of a municipality or any other political sub- 
division to impose and collect taxes. I think that is generally true 
throughout the country. Now, couldn’t this principle be applied 
federally ? 

Mr. Morpny. If it wouldn’t mean that we are going too far along 
the line of Federal regulation of State activities. 

Senator Dopp. Well, would you rather continue toward this jungle 
we are creating? We are going to have to do one thing or another, 
it seems to me. 

Mr. Murpuy. I still feel this is a problem that certainly can be 
worked out by the States on a State basis. 

Senator Dopp. Well, I wish I were as hopeful as you are. Thank 
you very much for your testimony. 

Mr. Fensrerwaup. The next two witnesses are Senator Wayne 
Dumont and Assemblyman Maurice V. Brady, both of New Jersey. 

Do you gentlemen wish to testify at the same time? 

Mr. Dumont. We are going to split up a statement, if it is all right 
with you, Mr. Chairman. 

Mr. Fensterwatp. Would you identify yourselves for the record! 
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STATEMENT OF HON. WAYNE DUMONT, JR., SENATOR, WARREN 


COUNTY, N.J., CHAIRMAN OF THE NEW JERSEY COMMISSION ON 
OUT-OF-STATE TAXATION OF NEW JERSEY RESIDENTS; AND 
MAURICE V. BRADY, ASSEMBLY MAJORITY LEADER, HUDSON 
COUNTY, N.J., VICE CHAIRMAN OF NEW JERSEY COMMISSION 
ON OUT-OF-STATE TAXATION OF NEW JERSEY RESIDENTS 


Mr. Brapy. I am Assemblyman Maurice V. Brady, in the New 
Jersey Assembly. 

Mr. Dumont. Iam State Senator Wayne Dumont, Jr., from Warren 
County, N.J. 

We are respectively the chairman and the vice chairman of a legis- 
lative and citizens commission designed to study and make recommen- 
dations on out-of-State taxation of New Jersey residents. While we 
have a joint statement here, Mr. Brady will present the first part 
of it, and, with your permission, Mr. Chairman, I will do the second 
art. 

Senator Dopp. Are you both members of the New Jersey Legis- 
lature ? 

Mr. Dumont. Yes; we are. 

Senator Dopp. I know I have heard most favorably of both of you. 

Mr. Brady, are you the majority leader in the assembly ? 

Mr. Brapy. Yes, sir. 

Senator Dopp. We are very grateful to you, Senator Dumont and 
Assemblyman Brady, for taking the time to come down here. We 
are anxious to hear your testimony. 

Mr. Dumont. We are deeply appreciative of having this oppor- 
tunity to appear before you. 

Senator Dopp. Go right ahead. 

Mr. Brapy. This statement is made on behalf of the Commission 
on Out-of-State Taxation of New Jersey Residents. This is a legisla- 
tive commission, constituted on a bipartisan basis, of three senators 
appointed by the president of the senate, three assemblymen appointed 
by the speaker of the general assembly, and six citizen-members simi- 
larly appointed (New Jersey S.C.R. No. 3, 1958, and S.C.R. No. 4, 
1959). 

The commission is charged with the duty to “study ways and means 
of eliminating certain taxation of the earnings of New Jersey residents 
who work in other States.” Over a year ago the commission undertook 
an intensive study of this problem, and of its possible solutions, both 
with and without amendments to the Federal Constitution. 

The establishment of this commission was a result, to a considerable 
degree, of the increasing number of complaints received recently by 
members of the legislature from New Jersey residents, particularly 
from those in the areas proximate to New York City and Philadelphia. 
These complaints have characterized these taxes on New Jersey resi- 
dents as iniquitous, obviously unjust, inequitable, illogical, legalized 
robbery, flagrantly discriminatory, and as violative of the U.S. Con- 
stitution in that they constitute double taxation and taxation without 
representation, deny equal protection of the laws and due process, 
impede and burden interstate commerce, are discriminatory, self- 
incriminatory, and unreasonable seizure and search. 
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Both the States of New York and Delaware impose a tax on the 


net income of New Jersey residents arising from sources within those 
States. Pennsylvania, on the other hand, does not have a State in- 
come tax; however, a number of Pennsylvania municipalities, includ- 
ing Philadelphia and Bethlehem, impose taxes on the wages of New 
Jersey residents arising from sources within those municipalities. 
Delaware treats residents and nonresidents alike, and we have found 
little complaint with its law. 

The inequities which are most strongly urged may be summarized 
as follows: 

In 1957, New York State collected income taxes of some $34 million 
from nonresidents, of which $23 million was paid by New Jersey 
residents and almost $7 million by Connecticut residents. To the resi- 
dents of the latter two States, the law in New York presents two types 
of discrimination : 

1. Nonresidents are not allowed the same deductions as residents; 
that is, residents are favored over nonresidents in the deductions from 
gross income allowed under the New York law for (1) interest on 
personal indebtedness such as on a mortgage, (2) taxes paid on real 
property and various excise taxes, (3) contributions to charities, (4) 
extraordinary medical expenses, (5) life insurance premiums on the 
life of the taxpayer up to $150 in amount, (6) alimony payments, 
(7) casualty losses not compensated for by insurance, and (8) bad 
debts. In general, a New York resident has all of these deductions, 
whereas a nonresident may not take any of them except for those that 
might be connected with a source of taxable income in New York. 

2. The reciprocal credit provision of the New York law discriminates 
as between States; it applies only as to an income tax paid by a non- 
resident to the State of his residence, and is thus of no benefit to 
residents of a State like New Jersey or Connecticut which do not have 
an individual income tax. 

As the New York Times of December 30, 1957, commented on the 
effect of these two forms of discrimination: 

3esides suffering a premium rate of taxation without representation, the 
nonresident endures a form of double taxation. In a State having no income 
tax, which is the case with New Jersey and Connecticut, other taxes must carry 
the burden of government, and notably the support of education. The non- 
resident taxpayer must pay a full load in New Jersey and Connecticut. Mean- 
while, through his unfairly large income tax sent to Albany, he is helping 
support local schools in New York. 

So the nonresident not only overpays New York State income taxes while 
benefiting by no reciprocity offset that he might get if his own State had an 
income tax, but he also enjoys little reward in New York for his generosity. 
He can’t share in health and welfare benefits; he and his children would be 
considered rank outsiders by State-aided schools. 

In Pennsylvania, the Philadelphia wage tax imposes a burden, which 
the city has not been willing to estimate, on residents of New Jersey 
living in the Camden vicinity particularly, as well as on residents of 
Pennsylvania living outside the city of tee To these out- 
of-city residents the w age tax presents three important inequities: 

1. Nonresidents are not given any consideration for the burden of 
taxation they must bear in their own communities; 

2. Both residents and nonresidents who work in Philadelphia are 
required to pay the same tax on their wages, even though the resident 
obviously enjoys the benefit of city services which are of no interest to 
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the nonresident, and the resident of Philadelphia contributes nothing 
toward the same services in the community in New Jersey where 
such Philadelphia resident may work; 

3. The wage tax discriminates unfairly among nonresidents by 
placing the entire burden upon those who work in the city of Phil- 
adelphia and none of the burden upon those who travel, do business, 
or enjoy cultural or entertainment opportunities within the city. 

The present situation thus results in a double taxation of income, or 
in a double tax burden, imposed upon those who live in one State and 
are employed in another. The Commission submits that, in an era of 
growing metropolitan areas in which the greatest mobility of popula- 
tion is necessary and desirable, any such policy of double taxation 
should not be tolerated. 

Our Commission on Out-of-State Taxation of New Jersey Resi- 
dents is interested in a permanent solution to the problem which will 
deal fairly with all of the States concerned. Where a citizen lives in 
one State and works in another, the pressures for revenue tend to 
induce both States to try to tax his income. 

Under the present state of the law, if the Congress does nothing 
about the problem, it appears that both the State of residence and the 
State of employment may tax 100 percent of the individual’s income. 
We appreciate that the States have not, in general, gone this far, since 
of the 31 States levying taxes on personal i income all but 2 appear to 
grant their residents a ‘credit for taxes levied on them as nonresidents 
by other States, but the taxing States have not been so considerate of 
nonresidents. 

Senator Dopp. Excuse me. I think I ought to interrupt you there. 
I think you are in error about that. I think you state “All but two.” 
I think it is nine. It is not a very important point, but I think our 
figures are accurate on that score. 

Mr. Dumont. That could well beso, sir. We tried to be as accurate 
as we could. 

Senator Dopp. It is not easy to get this data. I am not sure we are 
right. 

Mr. Fensterwap. I have the “Commerce Clearing House State 
Tax Guide for 1959” and I have no information other than what I 
have gotten from that. 

Mr. Dumont. Thank you. 

Senator Dopp. All right. 

Mr. Brapy. In the case of a resident of New Jersey who earns all 
of his income in New York State, for example, he receives not one 
penny of credit under the New York law for the heavy burden of real 
estate, personal property, and other taxes he pays to support State 
and local government in New Jersey. 

Ina day and age when the great bulk of the population of America 
lives in metropolitan areas and it is downnnaipliaes to cross State and 
municipal, if not. international, boundary lines’in the daily journey 
to work, discrimination between residents and nonresidents in State 
tax systems just does not make sense. 

Mr. Chairman, I have finished. With your permission, Senator 
Dumont will finish the statement. 

Senator Dopp. All right. Thank you very much. 
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Mr. Dumont. Our commission is interested in any and all possible. 
solutions. If the States are left to their own devices, however, it is 
quite apparent that there is a strong tendency to use the weapons of 
retaliation in the absence of any likelihood of cooperation. It may 
well be that one or another form of retaliatory measure would serve 
to bring about a sense of cooperation which has thus far been lacking, 
but we doubt that any permanent solution could come from the uni- 
lateral action of one State—either to induce or coerce action by an- 
other. 
There is one possible remedy open to the State of New Jersey which 
would go a long way toward removing the inequities suffered by our 
citizens with respect to the New York State income tax, which would 
be within the framework of the present New York State law. We 
are not prepared to say that our commission will recommend this 
alternative in its forthcoming report, but we suggest it as indicative 
of the extremes to which the State of New Jersey would be obliged 
to turn in the hope of a solution. 

This alternative would be based upon the long policy of New York 
State of not taxing a nonresident at all if his home State levies a 
personal income tax equal to the New York State income tax. It is 
quite plain from the history of taxation in New Jersey that public 
policy has thus far consistently opposed the adoption of a personal 
income tax for the purposes of revenue. 

Nevertheless, we believe there would be no constitutional or prac- 
ticable difficulty in the way of enactment by the State of New Jersey 
of a personal income tax, which would apply only to residents of the 
State who have available to them a credit under the laws of another 
State. 

Such a tax could be levied in a form sufficient to absorb the credit 
available to New Jersey residents under the New York State income 
tax law, in the same manner that New Jersey has levied an estate tax 
to absorb the full credit available under the Federal Revenue Act of 
1926. 

In its forthcoming report, our commission will explore this pro- 
posal in detail, and it may possibly be recommended. Neverthelies, 
we are well aware that it would not solve the problems of the Phila- 
delphia-Camden area. In the long run, an appropriate Federal con- 
stitutional amendment appears to be the most satisfactory answer. 

We have examined the various joint resolutions introduced in the 
86th Congress which propose amendments to the Constitution of the 
United States to limit the power of the States in taxing incomes of 
nonresidents. 

The essential provisions of these resolutions are classified in sched- 
ule A, which is annexed to this statement. In general, they appear 
to be designed to prohibit a State to tax a nonresident’s earnings 
within the State. 

This would be a complete solution of the problems we have encoun- 
tered in New Jersey, but it would be unrealistic not to recognize the 
new problems it would create among the 31 States that levy personal 
income taxes. 

Incidentally, is that 31 or 32? I have heard both figures mentioned 
today in these hearings. 

Senator Dopp. I think it is 32. I think you have been hearing the 
people from New York, and they say 31 other States. 











un- 
nal 
ned 


the 


TAXATION BY STATES OF NONRESIDENTS 115 


Mr. Dumont. Other than New York. It may well be that an indi- 
vidual who makes his living in one State and resides in another 
has exposed himself to a responsibility to pay taxes in both States. 
He certainly should pay taxes in the State of his residence where he 
receives most of the benefits of government. eR 

He might well be required also to make some contribution to the 
cost of government in the State where he earns his living and enjoys 
its benefits. What is needed is a twofold policy: 

First, a rule requiring equal treatment of nonresidents and 
residents in the determination of net income, both in deductions 
allowable and in exemptions; and 

Second, a rule for the apportionment of the obligation to pay 
taxes, which will give due credit to the governmental benefits 
received in the State of residence, and will be an effective bar 
against double taxation of the same income. 

As a more realistic and more attainable type of constitutional pro- 
vision than any thus far pending in the Congress—and I say this with 
all due deference—we suggest the consideration of the following 
form of amendment which would carry out these two principles: 

No State levying a tax on incomes from whatever source derived shall dis- 
criminate as between residents and nonresidents in the manner of determining 
the income taxable, or the application of deductions or exemptions with respect 
thereto; nor shall any State levy or collect such a tax upon more than one-third 
of the income derived by a nonresident from personal services rendered within 
the taxing State. 

This proposed constitutional amendment will also be considered by 
the New Jersey commission in its forthcoming report. It is here pre- 
sented solely as a contribution to thought on the problem, and as a 
means of reconciling the interest of those States which depend upon 
income taxes and those that do not, as well as the interest of the State 
of residence and the State of employment. 

Certainly, it would be most unfortunate to leave the problem open 
to the various forms of retaliation and expedients which will otherwise 
remain the only recourse of the States. 

It is our hope that the Congress will agree on a constitutional 
amendment which will resolve this unseemly conflict in taxation. 

Now, Mr. Chairman, with your permission, I would like to make 
a couple of other comments, if I may, with respect to some things 
that were said here this morning, and I don’t mean to try to take 
advantage of any previous witness. We will be glad to answer any- 
thing they may wish to ask of us when we are finished. 

‘ Senator Dopp. Senator, tell us whatever you feel you want us to 
ear. 

Mr. Dumont. Thank you, sir. Senator Javits mentioned the fact 
at one point, as I recall it, that he thought that Governor Meyner’s 
recent refusal to tell employers in New Jersey that they should with- 
hold income taxes from the wages earned by approximately 50,000 
New Yorkers who work in our State daily, that he thought that 
that might constitute retaliation. 

Now, actually, it isn’t intended that way. As one who has known 
our present Governor for 25 years, and who is on the opposite side 
of the fence, I agree completely with his feeling that there should 
not be any withholding by New Jersey employers of income to be 
turned over to the State of New York simply Tecouss they work in 
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New Jersey and New York is now embarking on a withholding 
system. 

We don’t think that is retaliation. We think it is simply a matter 
of commonsense. Mr. Murphy has said in his statement that there 
are 137,000 New Jersey residents working in New York. Our own 
figures show anywhere from 155,000 to 175,000 New Jerseyites work- 
ing in New York State daily. Not all workdd in New York City, but 
the majority of them do. It is only commonsense, from our view- 
point, that our citizens should get at least the same deductions and 
the same exemptions that New Y orkers get. 

Commissioner Murphy stated on the bottom of page 9 of his 
statement: 


Our statistical studies indicate that New Jersey and Connecticut taxpay- 


ers constitute 7.2 percent of the total number of taxpayers employed in New 
York City. It follows then that 7.2 percent would be a rough approximation 
of the nonresidents’ share of basic municipal costs. 

We don’t share that opinion at all. 

First, take the system of public schools. Certainly, our residents 
who work in New York City or New York State do not have the op- 
portunity, nor would they ask for it, of sending their children to 
the New York public school system. Therefore, very basically they 
do not receive all of the services that New York residents receive. 

Senator Dopp. There are several others besides schools. 

Mr. Dumont. Right. We know that in our own State school costs— 
the public school system, elementary and secondary—constitute at 
least 40 percent of every municipal budget. It sometimes runs as 
high as 60 or 70 percent of the total budget. Obviously, when you 
take out any opportunity to attend schools, as well as to attend insti- 
tutions maintained by the State of New York for rehabilitation and 

care of patients, just to name two services that are extended by any 
State to its own residents, then, obviously, there is no reason why 
our residents or yourself, Mr. Chairman, from Connecticut should pay 
in proportion a share of costs of municipal government in New York 
State. They should not be called upon to pay a share equal to the 
amount of revenue or income that their earnings may represent to the 
total income tax earnings, or income earnings in the State of New 
York. 

Now, ours is basically a property-tax State. It has been that by 
tradition. I believe that our property taxes at the present time are 
the highest of any State in the Nation. Therefore, there is some 
sentiment in New Jersey for the adoption at the State level of a 
broad-base source of revenue. But those who are arguing in favor 
of a particular type of broad-base source of revenue, that it be a State 
income tax, often make as one of their strongest arguments that the 
New York State income tax law on the present basis would permit 
reciprocity. 

In other words, if we had a State income tax that was levied on 
our own residents at approximately the same rates and degrees as the 
New York tax on its residents, then our residents who work in New 
York State would be exempted from paying New York State income 
taxes. 

I am inclined to wonder whether the New York Legislature might 
not immediately change that reciprocal provision and say, “We have 
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three times as many residents of New Jersey working in New York 
State as you have New Yorkers working in New Jersey. Therefore, 
you go ahead and tax our residents who work in New Jersey, and we 
will continue to tax your residents who work in New York State, and 
we will still make out twice as well as you will.” 

Senator Dopp. Yes. I think that is a good ee And it also 
lends support, I think, to the view that we can’t solve this by arrange- 
ments between States because change is the dominant feature of life 
and this situation is changing all the time. 

I didn’t mean to interrupt you. 

Mr. Dumont. That is all mght, sir. 

Senator Dopp. I did want to ask you what you think of Governor 
Meyner’s suggestion. I have referred to it two or three times. 

Mr. Dumont. It sounds to me like a very reasonable and fair sug- 
gestion. . 

Senator Dopp. You see, this would allow for change. It would in- 
ject an element of flexibility. 

Governor Meyner pointed out that facts change from time to 
time and from place to place. He also said what seems fair today 
may seem unfair tomorrow. 

Therefore, if we stress the object of this proposed amendment in 
clear terms, then the Congress from time to time will have the power 
to change the standards. 

What do you think of that? 

Mr. Dumont. It sounds like a very reasonable suggestion, sir, and 
one that could work fairly and recognize the problems of States like 
New York where nonresidents work and where they do have an in- 
come tax and where they think that nonresidents should pay something 
under that income tax. We can’t completely disagree with that. 

As a matter of fact, we recognize the difficulties of a situation where 
you have 32 States out of 49 now, soon to be 50, which levy income 
taxes, and we recognize that their representatives to the U.S. Senate 
and House of Representatives are not very likely to vote for a resolu- 
tion which would limit those States to taxation of their own residents 
only. We also recognize that, even if such a resolution to amend the 
U.S. Constitution did pass in Congress, there would still be the dif- 
ficulty of getting the approval of three-fourths of the State legisla- 
tures, when so many of them have income taxes today. So, we are 
practical enough to concede and recognize their problems and that we 
are probably going to have to face the fact that some taxation of non- 
residents in the States where they earn their living will, perhaps, 
continue. 

But we do think that, at the very least, the residents of New Jersey 
and Connecticut, just to take our own situation—and it is probably 
true with other States, too—should have the same exemptions and 
deductions that are enjoyed by the residents of the States where the 
income tax is imposed. 

Senator Dopp. Has there ever been a court test made with respect 
to discrimination in allowance of deductions in the levying of State 
income taxes ? 

Mr. Dumont. I notice that Senator Keating in his statement re- 
ferred to the case of Goodwin v. Tax Commissioner. 

Senator Dopp. I know that case. 
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Mr. Dumonv. It is a New York State case, apparently. The ap. 
peal was dismissed by the U.S. Supreme Court. I don’t know very 
much about that case. Commissioner Murphy can enlighten us, but 
apparently the U.S. Supreme Court upheld the provision of the New 
York law which grants to nonresidents deductions less favorable than 
those extended to residents. 

Senator Dopp. I mentioned there had been a ruling by the Supreme 
Court on it. I knew about that. Did they get to the Court, actually? 

Mr. Dumont. I don’t know the answer to that, sir. 

Senator Dopp. I don’t know, either. 

Mr. Dumont. There was very recently a case, known as the Z'homp. 
son case, Which was started through the Pennsylvania State courts, 
It got to the U.S. circuit court of appeals for that circuit, and a hear- 
ing was refused by the Supreme Court. It brought into consideration 
this rather unique problem. 

As you know, the Commonwealth of Pennsylvania, which has no 
State income tax, in 1947 passed a tax-anything law which provides 
that anything the Commonwealth of Pennsylvania does not tax, the 
municipalities in Pennsylvania may tax. As a result of that, wage 
taxes were enacted in Philadelphia, Bethlehem, Allentown, Pitts. 
burgh, and a number of other cities. 

The Thompson case arose on the basis of an employee, a resident of 
New Jersey, who works in the Philadelphia Navy Yard. He, like 
about 2,000 other people from New Jersey, takes the ferry daily 
from a place called National Park, south Jersey, across to the Phila- 
delphia Navy Yard. They never set foot on the soil of the city of 
Philadelphia in the course of their daily trips or in the course of 
their work. 

Yet they are imposed with the Philadelphia wage tax, and this 
man brought a test case in State and Federal courts to try to have 
exempted from the Philadelphia wage tax the people who don’t set 
foot on the soil of Philadelphia who work in the Philadelphia Navy 
Yard, but the U.S. Supreme Court refused to grant hearings on the 
decision of the U.S. circuit court of appeals which upheld the tax 
as so imposed. 

Now, the only service that the city of Philadelphia used to say that 
it rendered—and I don’t think they have made any recent claims 
about services—to these people who work in the navy yard was that 
there was an icebreaker which used to break the ice on the lower 
Delaware River daily in the path of the ferry. 

The icebreaker has long since gone out of use. So we don’t know 
of any service that the city of Philadelphia offers in return for the 
wage tax that is imposed upon these approximately 2,000 New Jer- 
seyites who go by ferry to and from their work at the navy yard. 

Then, in a case in Bethlehem, Pa., the residents of that city pay 
a 1-percent wage tax, one-half of which, or one-half of 1 percent, goes 
to the city of Bethlehem. The other one-half of 1 percent goes to the 
school district, which is contiguous in its boundaries with the city. 

All of those people who reside outside the city, whether in another 
community in Pennsylvania or in another State, pay a 1-percent wage 
tax, but they pay it entirely to the city of Bethlehem because the city 
realizes that there is no way they can apportion that tax fairly as ona 
resident to a nonresident in view of the fact that a nonresident has 
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no right to send his or her children to the schools in the city of 
Bethlehem. 

So actually you have nonresidents of the city paying twice as much 
tax to the city of Bethlehem as the residents of Bethlehem do. 

Senator Dopp. Thank you very much, Senator. I think your state- 
ment and that of Mr. Brady has been very helpful, very reasonable. 

Mr. Dumont. Thank you, sir; we appreciate the opportunity to be 
heard. 


(Schedule A of Mr. Dumont’s and Mr. Brady’s prepared paper is as 
follows :) 
SCHEDULE A 


PROPOSED CONSTITUTIONAL AMENDMENTS LIMITING POWER OF States To Tax 
NONRESIDENTS’ INCOME 


The following joint resolutions introduced in the 86th Congress propose 
amendments to the Constitution of the United States to limited the power of 
the States in taxing the incomes of nonresidents: 


Senate Joint Resolution 67 (Case, New Jersey) 


“* * * No State, or political subdivision thereof, shall have power to impose 
any tax on any amount received or receivable by, or paid or payable to, a natu- 
ral person as compensation for perSonal services rendered within the State to 
his employer, unless such person is domiciled in the State at some time during 
the period for which the tax is imposed or resides in the State for at least one- 
half of the period for which the tax is imposed. 

“* * * The provisions of * * * [this amendment] shall not prohibit the uni- 
form imposition by a State, or political subdivision thereof, of any tax on 
amounts received or receivable by, or paid or payable to, natural persons as 
compensation for personal services rendered within the State to their employers, 
whether or not they are domiciled in, or are residents of, the State, if the pro- 
ceeds of such tax are used only to provide benefits which all such persons are 
eligible, or may become eligible, to receive * * *.” 


House Joint Resolution 68 (Rodino, New Jersey) 


“* * * The several States shall have no power to impose and collect taxes 
on incomes from whatever source derived except in respect of residents of the 
State imposing the tax * * *.” 


House Joint Resolution 118 (Osmers, New Jersey) 


“* * * No State shall make any discrimination, based upon the place of resi- 
dence of the person subject to the tax, in levying and collecting taxes on income.” 


House Joint Resolution 33 (Addonizio; New Jersey), House Joint Resolution 
119 (Osmers; New Jersey), House Joint Resolution 251 (Widnali; New 
Jersey), House Joint Resolution 288 (Dwyer; New Jersey), Senate Joint 
Resolution 29 (Bridges and Cotton; New Hampshire), House Joint Resolu- 
tion 203 (Bass ; New Hampshire) 

“* * * No State shall make or enforce any law to lay or collect any tax on the 
income derived from wages, salaries, professional fees, and other amounts re- 


ceived as compensation for personal services actually rendered, of any natural 
person who is not a resident of that State.” 


House Joint Resolution 221 (Cahill; New Jersey), House Joint Resolution 163 
(Libonati; Illinois), House Joint Resolution 190 (Merrow; New Hamp- 
shire) 

“* * * No State, nor any political subdivision thereof, shall make or enforce 
any law to lay or collect any tax on the income derived from wages, salaries, 
professional fees, and other amounts received as compensation for personal serv- 
ices actually rendered, of any natural person who is not a resident of that 


State.” 
Senator Dopp. Any more witnesses ? 
Mr. Fensterwap. No, sir. I suggest we recess until 2 p.m. 
Senator Dopp. We will stand recessed until 2 p.m. 
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(Whereupon, at 12:45 o’clock p.m., the subcommittee took a recess 
until 2 p.m., the same day.) 


AFTERNOON SESSION 


Senator Dopp. The subcommittee will continue its hearing. 

We are very pleased, and I might say honored as well, to hear this 
afternoon from two very distinguished Members of the Senate, Sena- 
tor Styles Bridges and Senator Norris Cotton, both of New Hamp- 
shire. 

I know I speak for all members of the subcommittee when I say that 
we value most highly your opinions on this question, and on every 
question that confronts us in the Senate. 

Senator Bridges, do you have a prepared statement / 


STATEMENT OF HON. STYLES BRIDGES, U.S. SENATOR FROM NEW 
HAMPSHIRE 


Senator Brinces. Mr. Chairman, with your permission I would 
like to speak for just a moment or two on the merits of Senate Joint 
Resolution 29, which has been sponsored by me and my distinguished 
colleague, Norris Cotton. I am hopeful that it will be analyzed in 
its fullest perspective. 

Many people in my State are currently feeling the brunt of non- 
resident income taxation. The scope and necessity for the adoption 
of this resolution goes beyond the local tax relationship between the 
Commonwealth of Massachusetts and the people in southern New 
Hampshire. That situation is a prime example, however, of what is 
transpiring in numerous other States in this country and which has 
been discussed by other speakers in detail. 

These principles involved in nonresident taxation are as funda- 
mental to our history as any single factor of government. The rally- 
ing cry of the American revolution was that there shall be no taxa- 
tion without representation. In fact, there is no concept which is 
more repulsive to American people than this taxation without repre- 
sentation. It was unjust and indefensible at the time of the Revolu- 
tion and it is equally indefensible today. 

Where will present State policies in this field of taxation lead? On 
the one hand, our forefathers fought their first major conflict on 
American soil to rid themselves of such oppressive taxation, and less 
than a century later a second great war was fought on American soil 
to preserve the Union. 

‘et today, 31 of our sovereign States have disregarded both of these 
historical precepts. They have established artificial, prejudicial, and 
arbitrary laws and regulations to punish the movement of human 
endeavor in interstate commerce. 

The remainder of my statement, Mr. Chairman, in the interest of 
brevity, I ask to appear in the record as stated. 

Senator Dopp. That will be done. 

(The complete statement of Senator Bridges follows :) 


STATEMENT BY SENATOR STYLES BRIDGES (REPUBLICAN, NEW HAMPSHIRE) 


Mr. Chairman, in considering the merits of Senate Joint Resolution 29, which 
has been sponsored by me and my colleague, Senator Cotton, I am hopeful 
that it will be analyzed in its fullest perspective. Many people in my State are 
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currently feeling the brunt of nonresident income taxation. The scope and ne- 
cessity for the adoption of my resolution, however, goes beyond the local tax 
relationship between the Commonwealth of Massachusetts and the people in 
southern New Hampshire. That situation is a prime example of what is 
transpiring in numerous other States in this country and which has been dis- 
cussed by other speakers in detail. 

The principles involved in nonresident taxation are as fundamental to our 
history as any single factor. The rallying cry of the revolution with England 
in 1776 was that there shall be no taxation without representation. In fact, 
there is no concept which has more abhorrent connotations in American history. 
It was unjust and indefensible at that time; it is equally indefensible today. 

Where will present State policies in this field of taxation lead? On the one 
hand, our forebears fought their first major conflict on American soil to rid 
themselves of such oppressive taxation, and less than a century later a second 
great war was fought on American soil to preserve the Union. Yet today 31 
of our sovereign States have disregarded both of these historical precepts. 
They have established artificial, prejudicial, and arbitrary laws and regulations 
to punish the movement of human endeavor in interstate commerce. 

The underlying genius of America, which has been personified in the harmo- 
nious relationship of the several States, has since the enactment of nonresident 
income taxes deteriorated into bickering and retaliation among the respective 
States. An examination of the legal principles which have enabled the Fed- 
eral Government to exercise monumental power throughout the Nation has 
been grounded for the most part on the interstate commerce clause in the U.S. 
Constitution. Throughout the history of the Nation whenever one State has 
attempted to interfere with commerce among the States through the imposition of 
unreasonable tolls, fees, and taxes they have quickly been cited as unlawful 
by the Federal courts. 

The need for the free and unrestricted flow of commerce among the several 
States is apparent to even the most casual observer of the American free enter- 
prise system. However incongruous as it may be, the same free interchange of 
human ability among the individual States has not received the same sym- 
pathetic consideration as the movement of chattels. When the ridiculous results 
of this inconsistent position are scrutinized, one can only ask where is justice. 
For example, there are many people today who are filing more than three 
separate State and Federal income tax returns during the course of the year. 
It is not unforeseeable that persons engaged in interstate commerce either in 
the air or on the land may file as many as half a dozen income-tax returns. For 
instance, there is in New Hampshire an airline pilot who spends 3 percent of 
his flying time over the State of Massachusetts, thus subjecting himself to an 
income tax on 3 percent of his gross earnings. It is conceivable in this modern 
age of speedy travel that an employee might file as many as 25 or 30 State 
income-tax forms because some part of his income was earned in the air over 
those respective sovereign States. 

As a result of this effort by many States to dig out every legal principle to 
assert jurisdiction over nonresidents, we are developing and fostering a feudal 
and cloistered system of economic kingdoms reminiscent of the moat and draw- 
bridge of medieval society. The concept of State sovereignty is a noble and 
historic one. When, however, the fiscal solvency of a sovereign State cannot 
be maintained without penalizing voteless nonresidents, then the time has arrived 
to examine this whole system of nonresident taxation. 

The legal umbrella under which these States justify their position is that 
they provide the same services for nonresidents as for residents. This argument 
carried to its logical absurdity would thus allow any State to place tax collectors 
at its borders. Thereafter, all nonresidents entering into the collecting State 
would by law be made residents for tax purposes. Their tax would be equitable 
in that it would amount to one three-hundred-and-sixty-fifth percent of the 
State’s average tax, for each day the nonresident remained in the taxing State. 
They would further argue that no one should complain as the nonresident has 
the same governmental services available to him as the resident. That type of 
reasoning is as fallacious to me as it must be to you; yet this is precisely the 
attitude that some of our States are taking. Unfortunately, the courts have 
sustained this general proposition. The courts, however, are supposed to rely 
on precedent; thus they are precluded from amending the Constitution. That 
is our obligation and duty when it is in the best interests of common justice 
and public welfare to do so. 
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I firmly believe that this is such an occasion. My resolution will prevent 
the further deterioration of interstate relations in the taxation field. It will 
promote freer movement of labor, skill, and intelligence in our national com- 
merce. It will prevent a person from being forced into a quasi residency in qa 
State in which he has no interest other than that its industry requires his 
knowledge and skill for its operation. It will eliminate the injustice of having 
a worker support two or more State governments in order to reside in a State 
of his choice. It will establish once and for all that the hodgepodge of incon- 
sistent and inequitable nonresident taxation will be eliminated. It will leave 
with the individual State the right to tax its own bona fide residents, which 
in the final analysis is the most practical, the least discriminative, and the 
most fair. 

Mr. Chairman, I have a number of photostatic copies of a cross section of 
letters which I have received from New Hampshire residents on this pending 
legislation which I would like to have made a part of the record. 


Senator Brivges. I would like to present also for the record a repre- 
sentative cross section of opinion of my State in the form of telegrams, 
letters, and a petition. These are typical of what I have received from 
some of the towns and cities of New Hampshire. 

Senator Dopp. That will be received. 

(The exhibits referred to follow :) 

NasHua, N.H., January 15, 1959. 
Senator S. BRIDGES oF NEW HAMPSHIRE: 
Washington, D.C. 

DeAR SENATOR: I have been paying taxes on my salary earned in Massachu- 
setts to the State of Massachusetts. I can find no reason why I should. Most 
disturbing of all, however, is the fact that I am supporting a tax-ridden State 
being run in a way I find most distasteful; and I am unable to do anything 
about it, viz, “taxation without representation.” 

Why? What can Massachusetts do to me if I refuse to pay? I’m sure the 
State of New Hampshire provides the same police protection, highway mainte- 
nance, and other courtesies to visitors and workers in New Hampshire from 
Massachusetts, etc. 

Yours truly, 
BJARNE E. URSIN. 


-_-—-+_~ 


NASHUA, N.H., March 3, 1959. 
Senator STyLes BRIDGES, 
U.S. Senate, 
Washington, D.C. 

DEAR SENATOR BripGes: Enclosed is a clipping cut from the Boston Herald 
of Sunday March 1. 

It certainly is most distressing that I have to feed these coffers and have no 
control over the type of person I help support. Nor do I have any say in where 
the money will go. 

I feel the type of government that Massachusetts has is rather poor, or to 
be more explicit, the people that run it are rather poor in judgment and man- 
agement. Although I help support this government, I do not have the right to 
choose who runs it. 

Sincerely yours, 
BJARNE E. URSIN. 


MANCHESTER, N.H., March 23, 1959. 
Senator STyYLes BRIDGES, 
U.S. Senate, 
Washington, D.C. 


Dear Sir: I am a resident of Manchester, N.H. and my place of employment 
is in Boston, Mass. By coincidence my office building is on the very location 
that the Boston Tea Party took place in 1773 for the reason of taxation without 
representation. Due to an unfortunate situation we are back to where we 
started. 

As you know the State of Massachusetts and numerous other States in the 
Union have adopted income taxation. This so-called legal tax is forced upon 
people who are employed in that State whether they reside there or not. 
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They have no representation, and this tax is imposed without their consent. 
The people who do not reside in that State get no benefit from their tax dollar 
whatsoever. A large percent (35 to 50 percent) of the tax dollar is turned back 
to the local communities within the State to reduce the community debt or to 
reduce the local property tax rate. (No benefit is derived for communities to 
which out-of-State taxpayers live.) 

It defies the basic rights and freedoms of individuals to be able to choose the 
State that they wish to live in and forces people to move to the State where 
they are employed. If not, they have no alternative but to contribute to the 
support of two States. 

If this condition is allowed to exist competition among States end and com- 
petition of States is as healthy as competition of businesses which is the founda- 
tion of our whole economic system. y 

As each year passes continually higher and increased types of taxation for 
the purpose of subsidies and other unnatural uses brings this Nation closer and 
closer to socialism, which will eventually lead to communism, and our American 
way of life will be gone forever. 

I am grateful to know that you and Senator Norris Cotton have introduced 
a bill against this type of taxation. 

Very respectfully yours, 
DoNALD M. NUTE. 


PELHAM, N.H., March 28, 1959. 
Senator STYLES BRIDGES, 
Washington, D.C. 


HONORABLE DEAR Sir: I am glad you and Senator Norris Cotton are proposing 
resolution No. 29, “prohibiting taxation by States of nonresidents.” 

The years 1955, 1956, and 1957 while a student at Lowell Technological In- 
stitute in Lowell, Mass., my father had to pay $100 over and above my tuition 
yearly (for out-of-State students) even though he paid a Massachusetts State 
tax. Is that right and fair? 

Very truly yours, 
RALPH C. STEVENS. 


PELHAM, N.H., March 28, 1959. 
Senator STYLES BRIDGES, 
Washington, D.C. 


HoNoRABLE DEAR SiR: We are pleased that you and Senator Norris Cotton 
are proposing resolution 29, “prohibiting taxation by States of nonresidents.” 
One of our employers have discontinued taking money out for U.S. savings 
bonds because the allotted space is now used for Massachusetts withholding 
tax. 
Very truly yours, 

Paul A. Stevens, (Mrs. Paul A.) Winifred C. Stevens, Elinor C. 
Stevens, (Mrs. Jos. H.) Mae E. Stevens, Joseph H. Stevens, Paul 
A. Stevens, Jr., Eileen M. Stevens, (Mrs. Bernard L.) Phyllis 

Steven Hogue, Bernard L. Hogue. 


Mont VERNON, N.H., March 31, 1959. 
Senator H. StyLes BRIDGES, 


US. Senate Office Building, 
Washington, D.C. 


DEAR SENATOR Bripces: As one of your constituents from Mont Vernon, 
\.H., I want to write to you expressing my thoughts on the nonresident State 
income tax. As you are well aware, the State of Massachusetts recently passed, 
and made retroactive to January 1, 1959, a withholding provision on their 
State income tax. My employer, the American Cyanamid Co., for whom I work 
as a technical sales representative, is cooperating with the State of Massa- 
chusetts and deducting a portion of my salary based upon the time that I spend 
in the State of Massachusetts and sending this to Boston as my contribution 
to the nonresident State income tax. My duties carry me throughout the States 
of Maine, New Hampshire, Vermont, and parts of Massachusetts, and the time 
and amount is broken down accordingly on a monthly basis. 
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Looking at this from the New Hampshire viewpoint, if this State is ever 
required to apply a State income tax in order to meet its fiscal needs, it 
would obviously be unable to tax money which is currently going to the State 
of Massachusetts or other States. If it comes to a showdown, I would much 
rather see my tax money go to New Hampshire where I reside and vote, than 
to Massachusetts where I do not reside, do not vote and hence have no chance 
to approve or disapprove of the people that they elect to office or the particular 
programs which those people pursue. This, therefore, is taxation without 
representation and is just as wrong in 1959 as it was in 1776. 

The State of Massachusetts has become infamous for its corrupt and inef- 
ficient administration, and I do not enjoy the prospect of helping to support 
that regime. 

I would be interested to hear your comments along these lines, and par. 
ticularly what possibilities might exist for Federal legislation to curb this 
practice of nonresident State income tax. True, the State of New York has 
been doing this for years, but the continuation of an evil does not make it a 
correct practice. 

Sincerely yours, 
JOHN R. Hoover. 


PELHAM, N.H. 
Senator STyLes BRIDGES: 


Refer Senate Joint Resolution 29, kindly support on my behalf. 
F. J. DAVIDSON Marsa. 


We, the undersigned, being taxpaying residents of Rindge, N.H., are in favor 
of the proposed constitutional amendment which will prohibit States from 
taxing the incomes of out-of-State residents. A public hearing to consider this 
proposed amendment will be held before the Senate Judiciary Subcommittee, 
Senator Thomas J. Dodd, chairman, on April 15, 1959, in Washington, D.C, — 

Harold E. Savage, William B. Leeman, Ralph L. Hoyt, Jr., Amos W, 
Tillback, James J. Anderson, David C. Carpenter, Marshall §S. Car- 
penter, Rachel L. Anderson, Brooke Carpenter, Aubrey K. Nichol- 
son, Irene Leeman, Donald Winship, Percy Twimby, Donald §, 
Bailey, William J. Lagasse, Jr.. Edward G. Stevens, Amy Ray- 
mond, Jacqueline B. O’Connor, Charles G. O’Connor, Jr., Wayne 
B. Pike, William E. Bryant, Ruth W. Carney, John F. Werdner, 
Anna Hood, Graziella Cassey, Kermit C. Winship, Olive J. Taylor, 
Carlene 8. Taylor, Richard A. Ford, Maurice R. Gaynor, Archie L. 
Lafremere, Sidney R. Flagg, Melvin Whitehead, Raymond Wal- 
lace,* Raymond J. Gauthier,* Virginia F. White, Dewey B. Seg- 
wig,* Donald W. Cramb, Franklin G. Cramb, Sr., Paul J. Inferrera, 
George A. Gravel, Jr., Leslie G. Coffin, Jr., Lucille M. Coffin, An- 
nette Taylor, Charles Lauder, Dane L. Knight, Wm. H. Stoddard, 
Alfred M. Cassidy, Ralph L. Hoyt, Jr., Lewis D. Gilmore, Jr., Don- 
ald J. Smith, Arthur St. Pierre, Eleanor Quimby, Cruton E. MeAl- 
lister, Ainsworth Knight, Jr., Walter Young, Charles H. Letov- 
neau, Janet B. Gordon, Raymond A. Hoyt, Dorothy M. Doudrean, 
C. Edward Whitney, Wm. H. Wilding, Detroit Hood, David W. 
Seott, Walter Hood, Carole Hood, Henry C. Revard, Beryl 
Cleveland, Theodore F. Ratte, Frank W. Imir, Roland C. 

yoddard, George C. Jisty,* Eleanor M. Hawkins, George F. 
Hawkins, William Raymond, Mildred L. Raymond. 

*Residents of Jaffrey, N.H. 

APRIL 4, 1959. 
Hon. STYLes BRIDGES, 
Senate Office Building, 
Washington, D.C. 

DEAR SENATOR Brivces: The above names of Rindge residents are a voluntary 

expression of feeling against the taxing of incomes of out-of-State residents. 
Sincerely, 
JAMES F. ALLEN, 
Rindge Representative. 
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Senator Bringzs. I do not know, Mr. Chairman, whether my distin- 
guished colleague would like to testify now. 

Senator Dopp. Before we do that, if I may say, Senator Bridges, I 
think this is an excellent statement. I have read it as you were 
speaking. I said here yesterday that I thought one of the grave 
consequences of the present situation would be a lessening, if not the 
disappearance entirely, of respect that our people have had tradi- 
Bonally for the power to tax. 

Our people have, I think—what is the word I should use—gra- 
ciously, anyway, if not joyously, paid their taxes feeling generally 
that they have received services, and we have had taxpaying tradi- 
tionally in this country. I cannot think of anything that will more 
likely lessen that respect which our people have for the taxing power 
than this kind of asituation which confronts us now. 

And you put your finger on it when you reminded us again of an 
ancient tradition in our country of resistance to taxation without rep- 
resentation. It was one of the earliest cries made by some of our 
earliest people. And I consider this, and I am sure you do, a very 
serious aspect of the whole problem. 

Senator Brinces, Thank you, Mr. Chairman. I do, too. 

Senator Dopp. Senator Cotton. 

Senator Corron. Mr. Chairman, I have a statement, which may be 
repetitious of what has been said, and which I might read or put into 
the record, but I would prefer, in view of the fact that our Governor 
is here and has come a distance, to have my senior colleague present 
the Governor to you at this time and then let him go ahead and take 
all the time he wishes. Then I will present my statement, either by 
reading it or inserting it. I would like it better that way. 

Senator Dopp. I know both you, Senator Cotton, and Senator 
Bridges introduced the resolution (S.J. Res. 29) proposing this con- 
stitutional amendment. We are grateful to you for coming here, and 
Tlook forward to hearing your statement. 

Senator Bridges. 

Senator Bringss. This is an unusual occasion and a signal pleasure 
for me to have the honor of presenting to you the Governor of my 
State of New Hampshire. It is an unusual occasion because Gov- 
ernor Wesley Powell served here in the Senate with distinction as my 
administrative assistant for nearly 10 years. It is a signal pleasure 
for me because Governor Powell, since his election as chief executive 
of my State last November, has done an excellent job in that capacity. 

Iam very proud to present Governor Powell. 

Senator Dopp. Governor Powell, we are very happy to have you 
here. We are very pleased that you took the time. I know you are 
a busy man, but from what I have heard about you, it is just like you 
to. take the time to come down here and help us try to find a solution 
tothis grave problem. 

Iam glad you are here. I welcome you, and I speak for all the 
Seerornanitice when I say we are very anxious to hear what you have 

say. 

44708599 
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STATEMENT OF HON. WESLEY POWELL, GOVERNOR OF THE STATE 
OF NEW HAMPSHIRE 


Governor Powe.t. Mr. Chairman, first of all I would like to say 
that the people of New Hampshire very much appreciate the study 
which this subcommittee is ‘giving to the issue of nonresident income 
taxation. They are grateful that the Congress of the United States 
is seriously considering the possibilities with respect to the lifting 
of this burden upon many of our people. 

I would like to say also that I feel very humble here today. Hav- 
ing served with Senator Bridges as a member of his staff, and then 
to have this opportunity to sit before a subcommittee of the U.S. 
Senate as a Governor of a State, and in the presence of our 
two distinguished and very able Senators, is an unusual opportunity 
for a young man. 

Senator Dopp. I hear excellent things about you, but I suppose that 
is not unusual. You were raised in a pretty good school. 

Governor Powett. I think so, sir. I would agree with that. 

I am not going to take a great deal of the subcommittee’s time, and 
i should be very happy to try to answer any questions you have, sir, 
when I have finished my brief statement. 

First of all, the Legislature of the State of New Hampshire has 
this year passed two resolutions with respect to nonresident income 
taxation. The first was a joint resolution, adopted by unanimous 
vote of both houses of our legislature, expressing support of the reso- 
lution submitted to the Senate by Senators Bridges and Cotton. 

The second resolution was a concurrent resolution which I signed 
about 10 days ago when for the first time in the history of the State of 
New Hampshire, which was the ninth State, and upon its ratification 
of the Constitution of our country this Nation came into being as a 
constitutional form of government, the legislature petitioned the Con- 
gress for a calling of a constitutional convention at which an amend- 
ment to the Federal Constitution outlawing nonresident income tax- 
ation would be considered. 

I would like to say that both of these resolutions were recommended 
to the legislature by the administration and that they have been 
presented to the Congress of the United States with the full endorse- 
ment of the executive branch of our Government, including the gover- 
nor’s council. 

We in New Hampshire have a governor’s council, one of the three 
States still holding to that form of executive administration. 

I would like to say, too, that this is not an issue recently concerning 
the people of our State. CONSIT, with which you are familiar, was 
formed largely by the efforts of New Hampshire citizens. Two of 
the leaders in that movement appeared before your subcommittee 
yesterday, Mr. Harmon and Mr. Senter. I would like to say for your 
consideration that they are highly respected young men in the State 
of New Hampshire. 

They are persons of good reputation in their communities through- 
out our State, and, their activity in CONSIT, has broadened 
their acquaintances and broadened their efforts to assist other areas 
of the country. 
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Senator Dopp. I can say to you, Governor, they made an excellent 
impression here before this subcommittee. As I told them today, I 
consider their testimony very valuable. 

Governor Powe. Recently the matter of nonresident income tax- 
ation has come further to the front, not only in New Hampshire, but 
in New England, by the so-called Vautier incident involving the 
arrest of one of our citizens because of nonpayment of nonresident 
income tax levied by the State of Massachusetts. 

Basically we in New Hampshire feel, as I judge you feel from your 
statement of a few minutes ago, that this is taxation without repre- 
sentation. We also have the unusual situation, perhaps, in that many 
Massachusetts people, and many Vermont people, come over the bor- 
ders into New Hampshire for their employment. The question, I 
understand, has been asked with respect to services rendered by the 
States of Massachusetts and Vermont to New Hampshire people work- 
ing across the border in those States. 

We render the same kind of service to the thousands of Massachu- 
setts and Vermont citizens who come over into our shops and into 
our plants. 

It may be of interest, for example, to know that the Portsmouth 
Navy Yard alone has over 700 Massachusetts citizens working there. 
Folks who travel from bordering communities of Massachusetts each 
morning cross the highways of New Hampshire, and through the 
communities of New Hampshire, to the yard and return at night. 

I would like to say, too, that we welcome into the State of New 
Hampshire many thousands of residents of these two States who are 
employed in private industry. 

ll along the border, the New Hampshire-Massachusetts border, 
and also the length of the so-called Connecticut Valley, beginning in 
the town of Colebrook, N.H., or even into Pittsburg, which is our 
northern-most organized community, people go over into Beecher 
Falls, Vt., to work; but at the same time folks from Beecher Falls 
go over into Coos County, in which Colebrook and Pittsburg are 
located, to be employed, and gainfully so, by industries and businesses 
in these New Hampshire communities. 

You can follow the Connecticut Valley down through the com- 
munities of Woodsville, Hanover, Lebanon, Claremont, Newport, and 
on down into the Keene area of New Hampshire. 

This is nota question simply of New Hampshire people going into 
Vermont and Massaclhiusetts to work, but it is a question of reciprocal 
employment. you might call it; folks coming over in at least equal 
numbers, I believe, to be employed in New Hampshire industry and 
also in Federal Government establishments. 

I would like to say also that there is a little resentment in New 
Hampshire, and I think rightfully so, that Massachusetts, the fiscal 
position of which is not as sound as it should be, is burdening our 
people with X dollars of taxation to help meet problems which were 
not created by citizens of New Hampshire. 

We in New Hampshire are trying to hold the line, one of the few 
States of the Nation in which that is so. I believe, sir, that your 
State is another one. We are trying to avoid these extra burdens of 
taxation upon our people, and there is a natural resentment against 
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the imposition of taxes to meet problems which we, sir, did not par- 
ticipate in creating. 

I would like to say just one other thing, and then subject myself 
to whatever questions you and counsel may have. 

Among our people, and I think increasingly so among the people of 
the country, there is a twofold thought with respect to government 
expenditures and consequent taxation. I believe the majority of 
our people have reached the point where they are deeply concerned 
about an ever-increasing cost of government. 

You cannot have an ever-increasing cost of government without. an 
ever-increasing burden of taxation. 6 in our State are trying to set 
an example for ourselves, for our sister States, for our country. So 
our objection is not simply to the imposition of burdensome taxation 
the people should not be required to carry, but we go to the basic 
cause, and our objection, by an expression of a majority—the great 
majority of our people is against unnecessary government spending, 
whether it be at home, in our communities and State government, or in 
the sister States, or in the National Government. 

One other thought—to subscribe to that which has been expressed 
by Senator Bridges and by you—there is so far not a serious conflict 
between New Hampshire nd our sister States, but there is a very seri- 
ous possibility that if something is not done toward outlawing non- 
resident income taxation, we are going to be in continuous conflict, 
with the result that peoples will unnecessarily be at each other with 
the consequent loss of respect for government and its power of 
taxation. 

That I would hate to see happen, and I certainly subscribe to the 
thought which you have expressed, that we ought to do everything 
that we possibly can to protect, and even to cause to grow, the respect 
our ple should have, and do have, for our form of government 
itself, and for separation of powers within the Federal Government 
and between the Federal Government and State governments through- 
out the country. 

I will leave my more or less informal statement at that point, and 
I will be happy to try and answer any questions you may have. 

Senator Dopp. Well, once again may I say we are very grateful to 
you for taking the time to come here, and I completely agree with 
what you have said. I think governments which resort to a policy 
of shaking down anyone whom they can legally reach, irrespective of 
the services rendered to these taxpayers, is breaking down public con- 
fidence in the fairness of our tax laws. As I tried to say a few minutes 
ago in talking to Senator Bridges, public confidence is the foundation 
of any workable system of taxation in any free country. You just 
cannot operate without it. 

And it is being broken down through these tax devices. 

Weare very grateful to you. Perhaps Mr. Fensterwald, our counsel, 
has some questions he would like to ask. 

Mr. Frensterwap. I have several questions, Governor. 

I gather from what you say that you advocate a complete prohibi- 
tion of nonresident taxation rather than some type of control over it! 

Governor Powe... I certainly do. I am advocating the outlaw- 
ing of nonresident income taxation by constitutional amendment. 
think as long as we seek to control this type of taxation there will 
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always be extreme difficulty with it. You are not, in my opinion, 

ing to protect the respect of the people—which we have been talk- 
ing about here the last few minutes—in their government and its 
powers if the door is going to be left open for continuous imposition 
of this type of tax. 

Mr. Fensterwap. Earlier I gave you a statement that Governor 
Meyner, of New Jersey, had made, and, although he was supporting 
the two bills before you, he made the alternative suggestion that the 
proposed amendment be in more general terms and that it be left to 
the Congress to decide in what manner the control be made. 

Do you think that this suggestion warrants further consideration ? 

Governor Powe... Frankly, I think the suggestion is impractical. 
I think simply to give to the Congress power to control this sort of 
thing is to leave it without control. In my opinion, this is true, 
not because of a lack of intent on the part of the Congress, but because 
of the practical impossibility. aed 

Mr. Fensterwap. It has been suggested that a constitutional 
amendment is a very drastic means for remedying this. Do you know 
of any method short of a constitutional amendment which would 
give relief ? ae 

Governor Powe... I would not consider a constitutional amend- 
ment in this field to be drastic at all. Certainly in establishing the 
Federal income tax itself the States took a very drastic position; they 
began indulging in a tax which was never conceived, in my opinion, 
by our Founding Fathers. And certainly I think it was never con- 
ceived by those who backed the constitutional amendment at the time 
that the rate of Federal income taxation would ever reach the point 
it has today. 

I think this is a proper step and not a drastic step. 

Mr. Frensrerwap. One last question. If either of these amend- 
ments were adopted, do you think that it would be advisable to change 
the Federal tax laws under which nonresident aliens and foreigners 
are now taxed on incomes from sources within the United States? 

Governor Powe.u. I have not given sufficient thought or study to 
that particular suggestion. I have no compromising position at all 
with respect to nonresident income taxes imposed by the States, and, 
furthermore, I think you get into an entirely different position, an 
entirely different field, when you approach the imposition of Federal 
taxes by the Federal Government on alien citizens. We are talking 
here about citizens of the United States, of whatever State. 

Mr. Fensterwawp. That is all the questions I have. 

Senator Dopp. Governor, I have just one thought about this. The 
Meyner suggestion did appeal to me in a way, and let me tell you why. 
As I understand his suggestion, he would adopt a constitutional 
amendment. I do not know of any other way we can proceed with 
finding a solution to this problem. We all know the States, under 
our Constitution, have reserved this right to tax, and I do not think 
legislation can cure it. So I think it must be by constitutional 
amendment. 

Governor Meyner says, “Why not adopt an amendment which is 
rather general, but which gives the Congress the power under the 
amendment to establish uniform laws and which of course would 
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be subject to change from time to time as might very well be 
necessary” / 

I will tell you why it appeals to me. I am sure you agree that 
the nonresident who works in the neighboring State does use services, 
and that he does get the benefit of services. He does not get all the 
services of a State, but he certainly gets police protection, fire pro- 
tection, health, sewerage, and some other things. In an area where 
you have a heavy impact of nonresident workers, this could make a 
difference in a city or State. 

Governor Powetu. May I comment there, sir? 

Senator Dopp. Yes. 

Governor Powre.u. The use to which he puts those facilities is con- 
fined to the hours of his employment. Not that we find this un- 
welcome, but many of the people who live in our bordering towns 
and work in plants located in Massachusetts, by the demand for in- 
creased school facilities, increased water facilities, increased sewerage 
facilities, create their demand upon the community in which they 
live, too. 

And one other thought: We have not considered and would never 
consider that, because people visit in the State of New Hampshire 
and avail themselves of the facilities of our communities or our 
State, they ought to be taxed for that use. 

Senator Dopp. I think that is a good point. I have no conviction 
about it, but I have thought that there is something to the argument 
in a place like New York City, where you have thousands of com- 
muters converging on that city every day. 

I think you would agree, obviously, the city of New York is re- 
quired to render more services, extraordinary services, that would 
otherwise not be required to be rendered. 

It seems to me there is some equity in suggesting that the worker 
who makes his living there might make some contribution. I do not 
know what the proportion should be. I am not prepared to say, and 
I do not know that I ever would be. But perhaps it could be deter- 
mined. 

That is why the Meyner suggestion, as I say, makes an impression 
on me. We might work out through this method a system of doing 
away with the inequities that are present now, of which you we 
so well, and at the same time recognize that in this new era in which 
we are living—one of shortening of time, of shrinking space, where 
we are all rubbing shoulders with each other—maybe we can find a 
formula which would work for everyone, and which would not be 
burdensome or overly burdensome on anyone. 

I know, for example, that the worker who goes to New York or 
New Hampshire cannot use the public school system; he is denied 
many public services, but, on the other hand, he does get some, too. 

The present formula does not seem fair at all; but maybe it is possible 
to work out something between absolute prohibition against collecting 
any revenue from these people and the license or power to collect 
whatever they want. Maybe between these two poles there is a moder- 
ate, reasonable area in which we, as reasonable men, all citizens of one 
Nation, could come to agreement. 
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Governor Powe.t. Could I make a few comments on that, sir? I 
think, too, you have the issue of the present burden of taxation, and 
for many of our people the burden has become too great already. 
That is a little bit repetitious. But, to get away from New York and 
bring it up to Boston, where we are more directly concerned, I think 
we have to consider also the fact that many thousands of people, tens 
of thousands of people in the course of a year go to cities like Boston 
to do their shopping, thereby helping create demand for the em- 
ployment of Massachusetts people in that city. And we could carry 
that on. ‘ ' 

I feel that always, in consideration of a point such as you have sug- 
gested, you run right back to the question of fundamental respect for 
our government. And I believe the basic hope of our people is that 
we are going to be able to check the cost of government and keep it 
within their means, so that we do not head down the road, the same 
road so many nations of the world have gone down and today are a 
threat because they simply cannot retain themselves. , 

Senator Dopp. I do not want to delay things, but I do think there is 
a distinction and a difference between the case of the tourist or visitor 
who goes to Boston to spend his money and that of the nonresident 
who goes there to earn his money. Don’t you think so, too? ; 

Governor Powerex... Well, you take that type of person, combined 
with the fact that this is not simply a question of New Hampshire 
people going into Massachusetts and Vermont to work, but it 1s also 
a question of Vermont and Massachusetts people coming into New 
Hampshire. So far we have been able to hold in check the idea of 
retaliatory legislation. 

Senator Dopp. Iam glad you have. 

Governor Powe... To me, that would be a bit of folly because under 
our constitution and, I think, under the Federal Constitution also, we 
cannot impose taxes upon those who work in our State but live in 
Vermont and Massachusetts unless we impose the same taxation upon 
our own citizens. And that would be a very severe bite at our own 
noses, which we intend not to take. 

Senator Dopp. Any further questions? 

Mr. Fensterwap. I do not have any. 

Senator Dopp. Senator Bridges? 

Senator Bringss. No. 

Senator Dopp. Senator Cotton? 

Senator Corron. No. 

Senator Dopp. Very well. Thank you very much, Governor Powell. 

Governor Powety. Thank you very much, Senator. 

— Dopp. Your statement is an excellent one and is very help- 


Would you care to make a statement now, Senator Cotton? 
Senator Corron. Thank you, Mr. Chairman. I would prefer to 


summarize my prepared statement if it could be printed in full at the 
close of my remarks. 


Senator Dopp. That will be entirely satisfactory. 
Senator Corron. Mr. Chairman, enactment of a constitutional 
amendment such as is proposed by you and Senator Case and by 
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Senator Bridges and I, in our respective bills, is the only way the 
Nation can avoid a plague of duplicate, overlapping, and discrimina- 
tory taxes which can devastate our economy and lead to the destruc- 
tion of our freedom. 

There are a host of legal and equitable arguments which can be 
cited to buttress our case against the concepts which seem to uphold 
these discriminatory State taxes, but I only wish to touch on a few. 

1. They are contrary to the basic concepts which justify an income 
tax. It is a levy against the person, not against property or the 
process which creates the income. Its application against a non- 
resident is patently unfair and unjustified. 

2. Furthermore, the tax cannot be justified on the basis of benefits 
extended to the nonresident. That has been touched upon. He does 
not have the benefits accorded by a State to its residents. Its schools, 
health services, welfare aid, and judicial system are not available to 
him. 

3. It has been argued, and I believe logically, though without suc- 
cess, that the jurisdiction of the State over incomes of nonresidents 
is not like that of the Federal Government over the incomes of aliens, 
This is a point that has been discussed here today. I refer you, Mr. 
Chairman, to the arguments for the appellant in Shaffer v. Carter, 
252 U.S. 37, 41. 

As between nations, the proposition that the power to collect is the 
test of the right to tax may be correct. Just as foreigners may be 
completely excluded from the United States, so anything that the 
Hanitee States can in fact seize, it may perhaps—and I repeat “per- 

aps’—tax. 

ut the power of the individual States of the Union is limited by 
the Federal Constitution. And I refer to the argument for appellee 
in Travis v. Yale & Towne Manufacturing Company, 252 U.S. 60, 71. 

Chaos will result if States are permitted to tax, without restraint, 
everything they can in fact seize. 

4. State income taxes on the incomes of nonresidents are undeniably 
discriminatory. The U.S. Supreme Court has upheld the discrimina- 
tory treatment against a nonresident—Goodwin v. State Tax Com- 
mission—and so forth. In this case the courts held that government 

olicies are peculiarly related to the factor of residency within the 

tate, and a State, therefore, constitutionally may allow residents to 
take certain deductions, but deny them to nonresidents. 

The inequity of this conclusion is obvious, and a constitutional 
change such as we propose seems to be the only solution. 


THE BURDEN ON INTERSTATE COMMERCE 


The future course of such taxing techniques can only lead to greater 
and greater abuses of individual rights, and to steadily worsening 
consequences for the entire Nation. Their application ai been ex- 
panded consistently by new State laws and court decisions. Unless 
we stop the practice now, nonresident income taxes will inevitably 
impose strangling and, I believe, unconstitutional restraints on inter- 
state commerce. 

The Constitution, clause 3, section 8, article I, gives Congress the 
power “to regulate commerce * * * among the several States.” It is 
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one of the key sections of the Constitution. Its application and con- 
struction have influenced the life of every American. As Daniel 
Webster stated in his argument for the appellant in Gibbons v. Ogden: 

The prevailing motive was to regulate commerce, to rescue it from the em- 
parrassing and destructive consequences, resulting from the legislation of so 
many different States, and to place it under the protection of a uniform law. 

More than 30 States now tax the incomes of nonresidents. More 
than 30 different laws have their individual effects on persons engaged 
in interstate commerce. They do not have the protection of a uniform 
jaw, such as Webster and the writers of the Constitution sought. 

The impact of State taxation of the income of nonresidents on 
interstate commerce can be seen from the following letter I received 
from a New Hampshire citizen : 

Hon. Norris COTTON, 
U.S. Senate, Washington, D.C. 


DeaR SENATOR: I have been a resident and voter in the State of New Hamp- 
shire for 40 years, excepting the years 1948 to 1946, during which time I was a 
resident of Boston, Mass. 

I am employed by the Boston & Maine Railroad as an engineerman, and at 
present have a passenger run from Portsmouth to Boston and return. 

As you doubtless know, Massachusetts has within the past few years enacted 
a nonresident income tax law that I and my fellow workers consider most 
unfair to us as citizens of New Hampshire. February 15, this tax is to be 
withheld from our pay each week and is retroactive to January 1. 

We live, vote, and pay taxes in New Hampshire. Our runs start in New 
Hampshire, and we are paid in New Hampshire, yet Massachusetts taxes us for 
the miles run in that State. 


Inasmuch as I have no legal representation in that State—probably nothing 
would be gained if I had—I am writing to you. Can anything be done about it? 

It is signed “William Holt, 323 South Main Street, Newmarket, 
N.H.” 

If the State’s power to tax the income of a nonresident extends to 
the crew of a train passing through the State, does it extend to the 
crew of an airplane flying over it? Will the pilot of a nonstop plane 
flying over Massachusetts from New York to Manchester, N.H., for 
instance, have to pay a tribute and file his tax return at Boston? 
Will the crew of a ship which strays inside Massachusetts’ 3-mile 
limit be subject to the Commonwealth’s taxes? 

Will a long-distance-telephone operator in Washington who places 
calls to and through Massachusetts be required to pay a Massachusetts 
aoe tax on the theory that part of her earnings come from the 

tate 

Ifthe tax can apply to a traincrew, where will it stop? 

Unless the State taxation of nonresidents’ incomes is halted now, 
its gradual spread will slowly but inexorably strangle the interstate 
commerce of the Nation and choke it into lifeless stagnation. 

One final point : Opponents of our constitutional amendment often 
suggest that the only thing States like New Hampshire have to do 
to get even is to enact an income tax of their own. Of course, that 
is hke saying two wrongs do make a right, but we have an additional 
reason for refusing to follow that course. 

According to a recent compilation by the Tax Foundation, per 
capita State tax collections in New Hampshire were among the low- 
est in the Nation in 1958. Furthermore, the two States with the 
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smallest increase in the per capita tax burden in the 19-year span 
since 1940 were New Jersey and New Hampshire. 

New Hampshire’s per capita tax burden was $61.09 in 1958, up 
$34.62 from 1940. In contrast, the per capita tax collections in Mas. 
sachusetts in 1958 were $86.01, almost 55 percent greater than New 
Hampshire’s, and their collections since 1940, too, have increased 
almost 50 percent The State of New Hampshire does not propose 
to surrender the advantage it has gained for its citizens by frugal 
and efficient State government, and it certainly has a right to resent 
its citizens paying the price for the lack of those qualities in some 
other States. 

The only way this problem of double taxation without representa. 
tion can be met is by approval of a constitutional change. I hope 
the subcommittee will favorably report such a measure without delay. 

Mr. Chairman, while I do not wish to fill the subcommittee’s record 
with volumes of mail and petitions I received on this subject, I would 
appreciate it if two representative letters I have received could be 
incorporated in the record of the hearings to illustrate the deep con- 
cern of New Hampshire citizens with respect to nonresident taxation, 
one from Edward A. Colson, of Hollis, N.H., and one from Miss 
Mary H. Kane, of Windham, N.H. 

Senator Dopp. Yes; of course, they will be included in the record 
at this point. 

(The letters referred to follow :) 

WINDHAM, N.H., March 10, 1959. 
Mr. Norris Corton, 
U.S. Senate, Washington, D.C. 

DEAR Mr. Corton: I am writing to ask if you will kindly give your full support 
to a bill which, I have been informed, is to come up in the near future. This bill 
is in connection with people who work in Massachusetts, who live outside the 
State, and who are required to pay an income tax to the State of Massachu- 
setts. This Massachusetts State tax has now been in effect over 4 years. As 
you are undoubtedly well aware, there are thousands of people living in southern 
New Hampshire who work over the line in Massachusetts and who now have 
this tax deducted from their salaries each week. Likewise, this applies to people 
in the State of Connecticut, also. To me, this means a deduction of approxi- 
mately $100 each year, in addition to the Federal deduction of over $1,000. 

This nonresident tax is taxation without representation. People living out- 
side Massachusetts receive no benefit from the money they pay. This law is 
grossly unjust. In our struggle for freedom back in 1775 we felt bitter toward 
England for having imposed this cruel law of taxation without representation. 
Are we going back to the days of the American Revolution? 

I trust you will do all in your power to have this cruel law discontinued. We 
are desperately in need of your help. I can assure you that the people here 
in southern New Hampshire will greatly appreciate any support which you 
might be able to lend. 


Yours truly, 
Miss Mary H. KANE. 


Hot is, N.H., April 8, 1959. 
Hon. Norris Corton, 
U.S. Senate, Washington, D.C. 

Dear Mr. Corton: I am not one who makes a habit of writing to any of those 
persons who represent me in Government, for the simple reason that I would 
not have cast my ballot for them unless they appeared to be qualified to ade 
quately represent their constituents. 

Your letters to us are read with interest, and members of my family substan- 
tially agree with and endorse your actions in our behalf. In this instance, how- 
ever, I feel that an expression of opinion from some of your constituents may 
affect the degree to which you are willing to stick your neck out. 
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I refer to the recent actions of the State of Massachusetts with regard to New 
Hampshire residents who do not believe they should be forced to pay an income 
tax to a State in which they are employed but are not a legal resident thereof. 
Massachusetts seems to have forgotten the reasons for the Boston Tea Party 
in its zeal to achieve a balance between income and spending. 

I am one of these New Hampshire residents, employed by a company which 
has offices in Boston and in Nevada, with approximately 90-percent Government 
pusiness, either directly or indirectly. If I am liable to Massachusetts income 
tax, so am I also liable to income tax in States and Territories such as Nevada, 
Oalifornia, Washington, Texas, Pennsylvania, New York, New Jersey, Con- 
necticut, Missouri, Kansas, New Mexico, Colorado, Ohio, District of Columbia, 
Hawaii, Guam, ete., which are the States and Territories in which I have worked 
during the past year as director of instrument development for my employer. 

Aithough it may be legally considered reasonable for a corporation doing 
pusiness in various States, Territories, countries, etc., to pay income taxes in 
those areas in which it does business, it seems hardly reasonable to expect an 
individual person to file and pay taxes to all those States in which he works. If 
he did so, he would have little time left for productive work. The preparation 
of my Federal income tax return alone requires about 4 days’ personal effort, 
which I resent but tolerate. 

A State income tax preparation is no less complicated, and to do it for several 
States would be intolerable from an individual point of view, as it would require 
maintaining detailed records and apportionment of time worked in each place. 

I therefore request that you give serious consideration to sponsoring and sup- 
porting legislation to the effect that the liability of an individual person for 
State income tax will be limited to that State of which he is a legal resident. 

Since we residents of New Hampshire are not represented in Massachusetts, 
and since Massachusetts is now jailing nonresidents for failure to pay State 
income taxes, it appears that this is where the Federal Government should 
step in. 

For those in United States or State government service, it should always be 
remembered that the authority to tax is with the consent of their people, and 
the people have the power to withdraw that consent. Frankly, I would be very 
pleased to see Massachusetts’ highhanded tactics sufficient to trigger a general 
tax overhaul throughout the Nation. 

To me, personally, the actual amount of money involved is not significant, 
albeit it is annc sing, but certainly there is a matter of principle involved which 
goes right back to why the Colonies broke with the British and why we became 
the United States. 

I would appreciate your giving this matter your careful consideration and 
taking such actions which you consider to be in the best interest of your con- 
stituents and the Nation as a whole, without regard to the specific interests of 
any particular State, political party, or group. You still have our confidence 
that you will act in our best interests, as in the past. 

Very truly yours, 


Epwarp A. COoLson. 


Senator Corron. And I would just like to add this comment, Mr. 
Chairman, because I was deeply impressed, and have a very deep 
respect for the moderation and judicial qualities of your own opinions, 
having served with you both in the House and in the Senate. 

I was a little concerned about the proposition presented by the 
distinguished Governor of New Jersey, and also I would be constrained 
to agree with Governor Powell that to leave this to the Congress 
would lead inevitably to a certain contest between the States that 
have income taxes and the States that do not. 

The States that have income taxes largely, not entirely but largely, 
are States with metropolitan areas. They have only equal representa- 
tion in the Senate, but they have, as you know very well, Mr. Chair- 
man, tremendously disproportionately large representation in the 
House of Representatives. 

Those States have attracted Government installations, military 
bases, and various other installations that bring in incomes, and. I 
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would feel that if we went through all of the long-drawnout process 
and fought the battle to a conclusion and got a constitutional amend- 
ment that merely left it to the Congress to regulate, that with that 
impasse we would face under those circumstances, I would feel that 
little would be achieved by the result. This theory, this system, is 
either consistent with our American system or it is not, and, if it 
is not, I feel strongly that it should be cut off. 

I thank the chairman. 

Senator Dopp. Well, Senator, I am very interested in your state- 
ment. You gave me an idea. I was interested in what you said about 
the effect on interstate commerce. I think this is a very good point, 
and I think you are absolutely right in predicting the ultimate paraly- 
sis of our commerce if this continues. : 

But the idea that you gave me is something else. I am not sure 
what it is in your mind, but I take it that you may think that through 
the device of. the commerce clause Congress could regulate taxation 
on salaries, on wages. You may be right; I do not know; this had not 
occurred to me. If this is so, we would have found a key that I might 
have been looking for, and we might be able to do by legislative proc- 
ess what I had heretofore thought we could not do. 

Do you think so? 

Senator Corron. There is that possibility, but 

Senator Dopp. Of course, we do not know what the courts would 
say, unfortunately. 

Senator Corron. I am afraid the only clear-cut way to chop it off 
is by constitutional amendment. But we may be compelled to resort 
to anything, and this is an excellent suggestion as a last resort. 

Senator Dopp. Yes. I thought I also might point out—and I do not 
want to detain you more than a minute—the amendment in Senate 
Joint Resolution 29, introduced by Senator Bridges and by you, is a 
very good one. 

enate Joint Resolution 67, the one that I cosponsored with Senator 
Case, is a little different, but they are essentially the same. I might 
tell you that I studied your amendment. I thought that was the one 
that was the best until I got to thinking about this. The reason I co- 
sponsored the Case bill was that this troubled me: Under your pro- 
posal I am afraid that a State would be prohibited from levying an 
unemployment tax, for example, and I do not think we want to go 
that far. 

Senator Corron. Well, I am a little surprised at that observation. 
What do you mean by unemployment tax? 

Senator Dopp. Under your proposal, I think but I am not sure, a 
State would not be able to collect such taxes on personal income as 
unemployment compensation taxes. 

Senator Bripces. You mean the employer would be unable to take 
the deduction from the employee if he was a nonresident, under our 
amendment? Is that what you mean, Mr. Chairman ? 

Senator Dopp. I guess I have not stated it clearly. I am afraid that 
the State of New York, for example, might not be able to levy an 
unemployment insurance tax on nonresidents. 

Senator Corron. I see what you mean. 

Senator Dopp. Under such a scheme the employer contributes, as 
well as the employee. 
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Senator Brivces. I see your point. 

Senator Corron. They may not be able to compel nonresidents to 
pay in their share to get the benefits. 

Senator Dopp. Yes; that is what I meant. 

Senator Corron. I think Senator Bridges will agree with me that 
that was not the intent. 

Senator Dopp. I did not think it was, either. 

Senator Corron. And I think that the chairman has shown great 
acuteness in discovering that possibility. I think, however, it is a 
rather strained interpretation because, after all, the paying in by a 
worker to derive an ultimate benefit is somewhat different from a 
direct tax for the general use of the State. 

Senator Dopp. I am not sure I am right, but, as I read the language, 
it says no State shall make or enforce any law, lay or collect any tax 
on the income derived from wages, salaries, professional fees, and 
other amounts received as compensation, and so on. 

Senator Corron. I think that could be taken care of very readily 
by changing the wording. 

Senator Dopp. That is the only difference between Senator Bridges’ 
and your proposal and Senator Case’s, which I have cosponsored. 

Senator Brincrs. Thank you very much. 

Senator Dopp. Thank you, Senator Bridges and Governor Powell, 
and thank you, Senator Cotton. 

(Senator Cotton’s complete statement follows :) 


STATEMENT OF SENATOR NorRIS COTTON, REPUBLICAN, NEW HAMPSHIRE, IN Sup- 
PORT OF PROPOSED CONSTITUTIONAL AMENDMENT To PROHIBIT STATE TAXATION 
OF THE INCOME OF NONRESIDENTS 


Mr. Chairman, members of the subcommittee, I appreciate having this oppor- 
tunity to testify in support of Senate Joint Resolution 29, which Senator Bridges 
and I have introduced in the Senate, to prohibit States from taxing the incomes 
of nonresidents. My remarks, of course, are equally applicable to the similar 
proposal introduced as Senate Joint Resolution 67 by Senator Case of New 
Jersey and Senator Dodd, of Connecticut. 

Enactment of a constitutional amendment such as we propose is the only way 
the Nation can avoid a plague of duplicate, overlapping, and discriminatory 
taxes which can devastate our ecanomy and lead to destruction of our freedom. 
We already have State tax systems which make the old British tea and stamp 
taxes look like models of democratic government. The future can only lead 
to greater abuses unless we end them now. The time has come to outlaw these 
unfair taxes before they strangle the entire Nation. 

There are a host of legal and equitable arguments which can be cited to but- 
tress Our case against the concepts which seem to uphold these discriminatory 
States taxes, but I only wish to touch ona few. 

1. They are contrary to the basic concepts which justify an income tax. It 
is a levy against the person, not against property or the process which creates 
fae income. Its application against a nonresident is patently unfair and un- 

ustified. 

2. Furthermore, the tax cannot be justified on the basis of benefits extended 
to the nonresident. He does not have the benefits accorded by a State to its 
residents. Its schools, health services, welfare aids, and judicial system are 
not available to him—except perhaps when he is thrown into its jails for opposing 
nonresident taxation. The State gets a full measure of revenue from the non- 
resident whose business or pleasure takes him within its boundaries. He pays 
the gas taxes, the sales taxes, the excise taxes, and a multitude of other levies. 
In fact, his contributions and services to the general prosperity and welfare of 
the State will far outweigh the minor cost of any services which may inci- 
dentally be afforded him. 

3. It has been argued, I believe logically, but without success, that the juris- 
diction of the State over incomes of nonresidents is not like that of the Federal 
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Government over the incomes of aliens (argument for appellant, Shaffer y. 
Carter, 252 U.S. 37, 41). As between nations, the proposition that the power to 
collect is the test of the right to tax may be correct. Just as foreigners may be 
completely excluded from the United States, so anything that the United States 
can in fact seize, it may perhaps (and I repeat “perhaps”) tax. But the power 
of the individual States of the Union is limited by the Federal Constitution (argu- 
ment for appellee in Travis v. Yale € Towne Mfg. Co., 252 U.S. 60, 71). Chaos 
will result if States are permitted to tax, without restraint, everything they 
can in fact seize. . 

4. State income taxes on the incomes of nonresidents are undeniably discrimi- 
natory. The U.S. Supreme Court has upheld the discriminatory treatment 
against a nonresident (Goodwin v. State Tax Commission (1955), 146 NYS. 
2d.-172, affirmed (1956) 150 N.Y.S. 2d 203; (1956) 1 N.Y. 2d 680; 133 N.E. 2d 711: 
appeal dismissed (1956) 352 U.S. 805). In this case the courts held that Goy- 
ernment policies are peculiarly related to the factor of residence within the 
State, and a State therefore constitutionally may allow residents to take certain 
deductions, but deny them to nonresidents. The inequity of this conclusion is 
obvious, and a constitutional change such as we propose seems to be the only 
solution. , 

Objections such as these, compelling as they may be, only reveal one facet of 
the problems which arise from this practice of nonresident taxation. 


BURDEN ON INTERSTATE COMMERCE 


The future course of such taxing techniques can only lead to greater and 
greater abuses of individual rights, and to steadily worsening consequences for 
the entire Nation. Their application has been expanded consistently by new 
State laws and court decisions. Unless we stop the practice now, nonresident 
income taxes will inevitably impose strangling and, I believe, unconstitutional 
restraints on interstate commerce. 

The Constitution (clause 3, sec. 8, art. I) gives Congress the power “to regu- 
late commerce * * * among the several States * * *.” It is one of the key 
sections of the Constitution. Its application and construction have influenced 
the life of every American. As Daniel Webster stated in his argument for the 
appellant in Gibbons v. Ogden: “The prevailing motive was to regulate com- 
merce, to rescue it from the embarrassing and destructive consequences result- 
ing from the legislation of so many different States, and to place it under the 
protection of a uniform law” (9 Wheat. 1). 

More than 30 States now tax the income of nonresidents. More than 30 differ- 
ent laws have their individual effects on persons engaged in interstate commerce. 
They do not have the protection of a uniform law, such as Webster and the 
writers of the Constitution sought. 

The impact of State taxation of the income nonresidents on interstate com- 
merce can be seen from the following letter I received from a New Hampshire 
citizen. 

NEWMARKET, N.H., February 14, 1959. 
Hon. Norris Corton, 
U.S. Senator, 
Washington, D.C. 


DeAaR SENATOR: I have been a resident and voter in the State of New Hamp- 
shire for 40 years, excepting the years 19438 to 1946, during which time I was 
a resident of Boston, Mass. 

I am employed by the Boston & Maine Railroad as an engineerman, and at 
present have a passenger run Portsmouth to Boston and return. 

As you doubtless know, Massachusetts has within the past few years enacted a 
nonresident income tax law that I and my fellow workers consider most unfair 
to us as citizens of New Hampshire. February 15, this tax is to be withheld 
from our pay each week and is retroactive to January 1, 

We live, vote, and pay taxes in New Hampshire. Our runs start in New 
Hampshire, and we are paid in New Hampshire, yet Massachusetts taxes us for 
the miles run in that State. 

Insomuch as I have no legal representation in that State—probably nothing 
would be gained if I had—I am writing to you. Can anything be done about it? 

Very truly yours, 
WILLIAM HOLT. 


If the State’s power to tax the income of & nonresident extends to the crew 
of a train passing through the State, does it extend to the crew of an airplane 
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flying over it? Will the pilot of a nonstop plane flying over Massachusetts from 
New York to Manchester, N.H., for instance, have to pay his tribute and file 
pis tax return at Boston. Will the crew of a ship which strays inside Massa- 
chusetts’ 3-mile limit be subject to the Commonwealth’s taxes? 

Will a long-distance telephone operator in Washington who places calls to 
and through Massachusetts be required to pay a Massachusetts income tax on 
the theory that part of her earnings come from the State? If the tax can apply 
to a traincrew, where will it stop? 

Unless the State taxation of nonresidents’ incomes is halted now, its gradual 
spread will slowly but inexorably strangle the interstate commerce of the Nation 
and choke it into lifeless stagnation. 


TAXATION WITHOUT REPRESENTATION 


The spirit of this issue also deserves comment. 

James. Otis sounded the keynote for the American Revolution with his declara- 
tion that taxation without representation is tyranny. 

John Adams, in 1765, expressed it this way: “We have always understood it 
to be a. grand and fundamental principle of the Constitution that no freeman 
should be subject to any tax to which he has not given his own consent, in 
person or by proxy.” 

Surely, this rallying cry still has a meaning for millions of Americans. I 
don’t believe this Congress or this Nation should stand idly by and let it be 
buried by an avalanche of State statutes. 

One final point: Opponents of our constitutional amendment often suggest 
that the only thing States like New Hampshire have to do to get even is to 
enact an income tax of their own. Of course, that is like saying two wrongs 
do make a right, but we have an additional reason for refusing to follow that 
course. According to a recent compilation by the Tax Foundation, per capita 
State tax collections in New Hampshire were among the lowest in the Nation 
in 1958. Furthermore, the two States with the smallest increase in the per 
capita tax burden in the 19-year span since 1940 were New Jersey and New 
Hampshire. New Hampshire’s per capita tax burden was $61.09 in 1958, up 
$34.62 from 1940. In contrast, the per capita tax collections in Massachusetts 
in 1958 were $86.01, almost 50 percent greater than New Hampshire's, and their 
collections since 1940, too, have increased almost 50 percent. The State of 
New Hampshire does not propose to surrender the advantage it has gained for 
its citizens by frugal and efficient State government, and it certainly has a 
right to resent its citizens paying the price for the lack of those qualities in 
some other States. 

The only way this problem of double taxation without representation can be 
met is by approval of a constitutional change. I hope the committee will favor- 
ably report such a measure without delay. 


Senator Dopp. I see Congressman O'Neill is here. 

The subcommittee will now have the privilege and honor, indeed, 
to hear from a very distinguished Member of Congress, one with whom 
I was privileged to serve in the House of Representatives, Congress- 
man Thomas P. O’Neill, of Boston. 

Congressman O’Neill, we are very pleased that you took the time to 
come here, and we want to hear from you. 


STATEMENT OF HON. THOMAS P. 0’NEILL, A MEMBER OF CONGRESS 
FROM THE 11TH CONGRESSIONAL DISTRICT OF MASSACHUSETTS 


Mr. O’Netui. Thank you, Senator Dodd. 

I presume that it is proper for me to testify on Senate Joint Reso- 
lution 29 ? 

Senator Dopp. Yes, Congressman O’Neill. There are actually two 


resolutions before us, Senate Joint Resolution 29 and Senate Joint 
Resolution 67. 


Mr. O’Netuu. Are they similar? 
Senator Dopp. Practically alike. 
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Mr. O’New. Well, of course, I realize this has been brought to a 
focal point for the most part because a young New seangenies resi- 
dent has been held in Massachusetts for nonpayment of a Massa- 
chusetts income tax. 

Senator Dopp. He is in jail, I believe. 

Mr. O’Ne. Well, he is out on bail at the present moment. 

The purpose of both of these resolutions is, when you come right 
down to the final line, no State shall make or enforce any law or lay 
or collect any tax on the income derived from wages, salaries, profes- 
sional fees, and other amounts received as compensation for personal 
services, actually rendered of any natural person who is not a resi- 
dent of the State. 

Senator Dopp. That really did not precipitate these hearings. These 
bills were in long before the man was jailed. But it did accentuate 
and dramatize the situation. 

Mr. O’Nemu. I can understand. It actually came to light in Mas- 
sachusetts. We have had an income tax law for many years in Mas- 
sachusetts, but recently we put in the withholding tax, and we 
had found that there were innumerable tax cheaters in Massachusetts 
who had not been paying their State income tax so we set up the 
same laws and requirements that the Federal Government has, and 
now the tax is deducted on the employer level and turned over to the 
State. 

It is interesting, actually, at the present time, and I have the sta- 
tistics here out of an article that appeared in yesterday’s Boston 
Globe, that in the latest annual fiscal peried this State collected $633,- 
529.22 from 16,528 nonresidents who met the requirements of our 
State laws. Of these, 5,034 filed but were not liable to tax. So we 
actually had 11,494 who paid a tax. This averages about $55 per 
person, or roughly $1.05 per week for the services and the livelihood 
furnished by the State of Massachusetts. 

Actually this tax on out of State people has only been on the Mas- 
sachusetts books for the past 3 years. The State recognized the 
principle that the State livelihood takes precedence over State resi- 
dents. Without it a neighboring State can provide a sanctuary for 
those who make their living in one State but have their residence 
beyond the State’s jurisdiction. 

Now that was the primary purpose of the enactment of this legisla- 
tion in the Commonwealth of Makeach asstts. 

We have many border cities. We have Haverhill, which is in the 
northern part of the State and only a few miles from the boundary 
line of New Hampshire; we have the great industrial city of Law- 
rence, we have the city of Fitchburg; we have Fall River and New 
Bedford ; we have Pittsfield. 

We found out that but 6 miles from the Massachusetts border is 
rural New Hampshire. We found out that people have come into 
our State, into our metropolitan areas of Haverhill and Lawrence 
and Fitchburg and have earned their livelihood there, have used our 
roads, have used our facilities, and if they were to be laid off, if they 
work for a company, they would collect their unemployment com- 
pensation from Massachusetts. 
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So these people are tax dodgers by the fact that they live in some- 
one else’s community, but they move over and they earn their liveli- 
hood from the economic growth of the city of Lawrence, for example. 
I would say that perhaps of these 16,000 there may be more of 
a majority of out-of-Staters who live up in that New Hampshire 


area. 

Now we feel as though they should pay a tax into Massachusetts. 
At the present time there are 36 States, including the District of 
Columbia, that have a sales tax. We do not have one in Massachu- 
setts. But if we come to Washington, or go to any one of those 36 
States, we pay the tax. 

For example, a Massachusetts resident who is working in the State 
of New York but living in Massachusetts, where the border line is 
close, or at the western part of Massachusetts, has to pay a New York 
tax. 

If a Massachusetts resident works in Vermont, he must pay an 
income tax in Vermont. We allow him a deduction for it in Massa- 
chusetts, we think that is fair. We go to New York, and we pay a 
hotel tax. We do not have such a thing in Massachusetts. 

We think it is the right and prerogative of the State itself to tax 
those who work within its confines. And personally, the argument, 
as I understand, of particularly those in New Hampshire who had 
+ banquet last Sunday—they were saying it was unconstitu- 
tional. 

Well of course if it is unconstitutional, then there actually is no 
need for S.J. Res. 29 whatsoever. 

Senator Dopp. What do you think, Congressman, about the policy 
of your State taxing an airline pilot on the standard of the number 
of minutes his plane flies over the Commonwealth? 

Mr. O’Nei.t. I understand that is the accepted custom throughout 
the United States. 

Senator Dopp. Do you think that is a good thing to do? 

Mr. O’Newu. If it is the accepted custom, why should Massachu- 
setts not do it? If New York does it, and it does 

Senator Dopp. What would happen to a pilot who flies from New 
York to San Francisco, who passes over, let’s say, 12 States, all of 
which decide to tax him ? 

Mr. O’Neiti. Well now, Senator, I have great respect for your 
ability, knowledge, and judgment. You are hitting me with an iso- 
lated case. 

Senator Dopp. This is not an isolated case. If Massachusetts levies 
a tax, and it does, and maybe other States, I do not know 

Mr. O’Neiti. New York does the same thing, I am telling you. And 
I would say any State that has a real airline operation would do the 
same thing. 

Senator Dopp. What would happen to the poor pilot? He would 
not get any pay if every State taxed him and took a bite out of him. 
Where would he end up? 

Now this you say is an isolated case, but it is a factual case, and I 
cite it only because I think it demonstrates rather well the depth of 
this problem. Where are we going to wind up with this business if 

44708—59——-10 
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we allow every State to do this? And this is why I had thought we 
needed something, some kind of a change in this method of imposi 
these taxes. I had thought, by the way, that it might be better if Con- 
gress tried to adopt some uniform standard. 

You know some States, 18 States which have State income tax laws, 
do not allow the nonresident income taxpayer to deduct what he pays 
in another State. You do in Massachusetts, but 18 of them do not. 

Mr. O’Neuu. That is right; 15 of them do, and 18 do not. 

Senator Dopp. Now I think you will agree with me that that is a 
bad thing. There are so many inequities in this, I am sure you will 
agree. A lot of this needs to be straightened out. It has been sug- 
gested we might do it through the States dealing directly with each 
other, but I have been of the view it will take some overall supervision 
if the Federal Government sets up a uniform standard which would 
be changed from time to time. 

Mr. O’Netu. This is a proposal for a constitutional amendment. 
That is what I am opposing. 

Senator Dopp. I do not think we can get at it any other way. 

Mr. O’Netuu. If you want to have some kind of agreement, a Govy- 
ernors conference that is going to be called on the basis of some kind 
of a committee setup where you can have representation of the Senate 
and the House of Representatives and members of the Governors 
conference to see if they could work out some kind of an agreement, 
that is a different thing. 

Senator Dopp. I do not favor that. I do not think that will ever 
get us anywhere. Because it is only as good as the individuals who 
are in office, and a successor Governor might abandon it altogether, 
and I think it would only add confusion to chaos. 

But I do think, if there is adopted an amendment to the Constitu- 
tion which gives to the Federal Government at least the authority to 
establish uniform standards of income taxation for the respective 
States, then the States could impose their taxes, but you would not 
have the situation, which you and I both agree is not good, of one 
State not allowing as a deduction the amount paid to another State in 
income tax. 

For one thing, New York State does not allow a Connecticut resi- 
dent who works in New York and is taxed in New York to deduct 
any of the usual items that are allowed a New York resident, extraordi- 
nary medical expenses, for example, and others. There are so many 
it is not worth while to list them all. This sort of thing could be 
straightened out, and you would get some uniformity to this at last. 

And from time to time Congress might review it and find that 
changes had taken place and make further alterations. That is not 
contained in either one of these bills, by the way; that is a third 
suggestion. 

Mr. O’Newu. I understand that. Of course, I am not in the posi- 
tion of being able to argue with you. You are sitting here as chair- 
man and you are on the opposite side. I will have an opportunity, 
perhaps, at a later date to do that. 

Senator Dopp. I would not argue with you anyway. I might say 
Congressman O’Neill and I are old personal friends. 

Mr. O’Netit. It comes back to the fact there are those who are pur- 
posely evading the tax in the State in which they make their liveli- 
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od by moving over a neighboring border where they can pay less 
ae oa yet ae can take aantant of all the advantages that the 
State gives them. 

For example, take down here an employee, say there is an employee 
in your office who is a resident of the State of Connecticut, and who 
wanis to retain a voting address in his hometown in order that he 
may vote up there, and yet he lives in Virginia. As I understand it, 
they have to pay income tax in Virginia. Now I believe that that is 
correct ; if they are living in Virginia, and they are taking advantage of 
all the facilities, then they should participate with the rest of the peo- 
ple that they live with in paying their expenses. 

If they want to remain back home, naturally they have to pay back 
home, too, but this is a little different story. Here are people, and 
there are only 16,000, which amounts to, roughly I would say, $655,000. 

It is the principle involved in the thing as far as I am concerned. I 
think it is a problem for the States, and I do not think it is a problem 
for a constitutional amendment. 

Senator Dopp. Well, I am grateful to you for giving us your views. 
You are always a person who is worth hearing from, I know that. 

Mr. O’New1. Thank you, Senator. 

Senator Dopp. We are glad to have your views and hear them, and 
have them on the record. Thank you, Congressman O'Neill. 

Mr. Fensterwavp. Mr. Chairman, before we adjourn, I would like 
your permission to put in the record some material which was sup- 
plied by the senior Senator from Rhode Island, Senator Green; and 
some further materials supplied by Senator Jackson of Washington ; 
a statement by Representative Russell V. Mack of Washington; a let- 
ter which was received by Representative Simpson; a letter from John 
H. Reid of Hartford, Conn. ; and a letter from R. D. Linton of Nanuet, 
N.Y. 

Senator Dopp. Yes, and I would like to add to that a statement by 
Congressman Peter Rodino, which I neglected to bring with me, which 
he sent to my office. I think all of these should be included, and I 
order that they be included in the record. 

(The items referred to follow :) 


MARcH 16, 1959. 
Hon. THEODORE F’. GREEN, 


U.S. Senate, Washington, D.C. 


Sir: Being residents of Rhode Island and working in Massachusetts, we the 
undersigned wish to call your attention to the hearings to be conducted on the 
proposed constitutional amendment to prohibit States from taxing the incomes 
of out-of-State residents. These hearings will start on April 15, 1959, with 
Senator Thomas J. Dodd of Connecticut as chairman. 

We urge that you do everything you can to make this proposed amendment 
a reality. 

Sincerely, 
John A. Tranberg, Bernard A. Raymond, Harold C. Graham, Patrick 
Campbell, Nicholas Matook, Joseph E. Juaui, Ralph De Mizio, 
Joseph Cronin, William Kraemer, Leonard T. Demont, Charles 
H. Harris, Philip Allard, Rubye Livingstone, Charles J. Smith, 
Raymond J. Hill, Homer A. Pirtle, Kenneth W. Jencks, Mary 
Saccoccio, Harold B. Wylie, Robert J. Keach, Annette Nolin, 
Marilyn Fletcher, Ronald D. Dismarsis, James J. Burns, Robert 
N. Ravenell, James M. Dolan, Robert Van Nurden, Margaret M. 
McDonald, Patricia A. Menard, Robert B. Butterworth. 
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APRIL 7, 1959. 
Hon. THEODORE GREEN, 
US. Senate, Washington, D.C. 


Dear SENATOR GREEN: We, the undersigned, protest having to pay to the 
Commonwealth of Massachusetts income tax on the wages we earn in Massa- 
chusetts. 

We are residents of Rhode Island and are employed by a company located 
in the Commonwealth of Massachusetts. 

We do not feel that we should have to pay income tax to assist in supporting 
the government of the Commonwealth of Massachusetts. There are enough 
taxes which we have to pay in the State of Rhode Island without having to pay 
to a second State. 

We feel that if the previous legislation on this matter has been dropped, it 
should be made active again to protect those residents of Rhode Island now 
employed in Massachusetts. 

Very truly yours, 
(Signed by several hundred constituents. ) 


PAWTUCKET, R.I., April 13, 1959. 
Hon. THEODORE FRANCIS GREEN, 
U.S. Senate, Washington, D.C. 


Deak SENATOR GREEN: In view of the current controversy raging with respect 
to the imposition of the Massachusetts State income tax upon nonresidents of 
Massachusetts who work in that State, I am taking this occasion to apprise you 
of the seritiment held by Rhode Islanders who are presently forced to submit 
to this tax. In this connection, I am also enclosing an editorial from the Paw- 
tucket Times which sets forth an account of the action taken by a courageous 
group of New Hampshire citizens in an attempt to get something done about 
removing this disturbing situation. Since this editorial appeared in the Times, 
a member of CONSIT, a gentleman named Annis A. Vautier, has been jailed by 
Massachusetts tax officials for refusing to pay this tax, and presently is still 
residing in jail. Mr. Vautier’s stand on this matter is to be applauded, since, 
rather than remaining a voice crying in the wilderness, he has allowed himself 
to be subjected to this indignity in order to focus attention upon this question. 

Governor Powell of New Hampshire is actively backing the position taken 
by Mr. Vautier, and, as I understand it, has caused to be introduced into Con- 
gress proposed legislation which will outlaw this type of taxation without repre- 
sentation, an issue which George Washington and the colonists fought a revolu- 
tion over approximately 200 years ago. In addition, this morning’s paper also 
indicated that Governor Meyner of New Jersey has added his support to that 
of Governor Powell and intends to actively support this pending legislation in 
order to relieve the citizens of New Jersey from a similar tax imposed by the 
State of New York. It thus appears that Mr. Vautier’s action has set off a move- 
ment which will happily snowball into national proportions, rather than re- 
maining a purely local New England question. 

It seems to me that nonresidents of Massachusetts, who work in Massachu- 
setts, more than fully contribute their share of support to any Massachusetts 
facilities which they may use in the form of taxes on articles which they pur- 
chase while in Massachusetts without additionally being subjected to the tyranny 
of a State income tax. Accordingly, I wish to urge you, along with Senator 
Pastore and Representatives Fogarty and Forand to whom a copy of this letter 
is being sent, to fully support the action of the Governors of New Hampshire 
and New Jersey with respect to any legislation now pending in Congress which 
will eliminate the imposition of the Massachusetts State income tax upon resi- 
dents of Rhode Island. 

Respectfully, 


JOSEPH D. PANNONE. 
{From the Pawtucket Times] 


Bay STATE TAx PROVOKES NEW HAMPSHIRE FOLK 


If Massachusetts tax officials have the courage of their convictions they will 
act on the defy of a New Hampshire man who has refused to pay his tax on in- 
come earned in the Bay State. The arrest of the defiant New Hampshireman 
will serve an exemplary purpose: bring to a head the problem which Massachu- 
setts has aggravated with its new tax withholding policy. 
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There are many foes of the nonresident income levy, in Rhode Island and in 


other States bordering Massachusetts. Some are willing to serve as martyrs in 
eourt tests of the interstate tax. Some of those who resist on the “no taxation 


without representation” basis have been consistent. 
Because we are hearing more about Massachusetts and its nonresident in- 


come tax some are under the impression the income tax is something new in the 


Bay State. The fact is this: 

Several years ago, Massachusetts passed a law requiring employers in the 
State to furnish the Commonwealth with a list of all employees on whom Federal 
taxes were withheld. Thus, since that time, Massachusetts has had a ready 
made list of all those employed in that State, including Rhode Islanders, and 
their annual earnings. 

Two years ago, for the first time, Rhode Islanders employed in the Bay State 
received notices from the Massachusetts tax collector that they owned the State 
money. Some resisted, many paid, but, naturally, were not too happy about it. 

The nonresident levy may be providing Massachusetts the finances it requires 
in this period of stress. The day is coming when Massachusetts should be forced 
to show its right to take its bite of a nonresident’s wages, even before the non- 
resident gets his paycheck. 

Responsible and respectable residents of Massachusetts found the tax burden 
became so intolerable they chose to move to Rhode Island. Some have joined 


that organization known as the Committee to Oppose Non-Resident State Iincome 


Tax, with headquarters in Kingston, N.H. Out of this organization may come 
the answer which is being sought of Congress. 

Grumbling and dissention have been.foreign to New England where frontiers, 
in the main, have been merely lines on the map. The tax policy of Massachu- 
setts is so disturbing that Congress will serve our best interests if it rules once 
and for all, on the rights of Rhode Islanders to be free of Bay State levies on 
incomes earned across the border. 

We suggest the New England bloc in Congress get busy on this problem which 
will become more aggravated the longer the issue is delayed. 


APRIL 14, 1959. 
Hon. Senator FRANCIS GREEN : 

Recently we have been reading about the different legal wars being waged 
upon States that impose a nonresident income tax. At the present time, New 
Hampshire, Connecticut, and New Jersey are among those battling it on a 
State and National level. 

Listed below are just a few employees who reside in Rhode Island and work 
at the Whitin Machine Works in Whitinsville, Mass. that are having the tax 
taken from their pay without any chance of representation whatsoever. 

We would appreciate the State Government of Rhode Island joining forces 
with other opponents to combat this unjust tax. 

Thank you. 

Sincerely, 


(Signed by 75 constitutents). 


VANCOUVER, WASH., March 27, 1959. 
Senator HENrRy M. JACKSON, 


Senate Office Building, Washington, D.C. 


Dear SENATOR JACKSON: A recent news dispatch from Washington reports 
that Senators Thomas Dodd and Clifford Case have introduced a proposed con- 
stitutional amendment making it unconstitutional for one State to tax the in- 
come of residents of another State. According to the news story, the measure is 
in the oe Judiciary Committee presently, and hearings will be opened on 
April 15. 

Since many thousands of Washington residents are vitally affected by this 
proposed amendment, we are hopeful that you will see fit to do everything in your 
power to expedite its passage at this session. It would, of course, have to be 
ratified by 37 or 38 State legislatures—a lengthy process at best—so speedy con- 
gressional action is extremely desirable. 

As you know, Oregon levies an income tax on nonresidents. The officials of 
that State, moreover, deny to nonresidents the opportunity of using the long form 
in computing the tax due. They must file the short form taking the standard 
deduction. Oregonians, of course, are allowed to use the long form, if they de- 
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sire. The net result is that a Washington resident, working in Oregon, pays more 
income tax to the State than does an Oregon resident with the same income. 

At the risk of being accused of beating a dead horse, let me point out the 
obvious: the Washingtonians thus being discriminated against have absolutely 
no voice in electing the officials who will be spending their tax dollars—nor can 
they vote for or against certain spending propositions which directly affect the 
amount of income tax they will be required to pay to the State of Oregon. 

It is estimated that in excess of 4,500 heads of families here in Clark County, 
alone, work in Oregon and pay that State’s income tax. Additional thousands 
of Washingtonians in Klickitat, Skamania, Cowlitz, and Wahkiakum counties 
are similarly affected. 

At my behest, State Senators Schumacher (of Vancouver) and Al Henry 
(of White Salmon) introduced a memorial to the Congress in our State senate 
this week. It was carried overwhelmingly and sent on to the House. Perhaps 
you have received this news already. 

In any event, you can be vitally helpful to the State of Washington by support- 
ing Dodd and Case. If I can furnish any other information to you, please let 
me know. 

Most sincerely yours, 
BRUCE WORTHINGTON, 
Clark County Auditor. 


APRIL 15, 1959. 
STATEMENT OF REPRESENTATIVE RUSSELL V. MACK, OF WASHINGTON, BEFORE THE 
SENATE JUDICIARY SUBCOMMITTEE ON CONSTITUTIONAL AMENDMENTS ON SENATE 
JOINT RESOLUTION 29, SENATE JOINT RESOLUTION 67, AND OTHER BILLs 


Mr. Chairman and members of the Judiciary Committee, you have before you 
for consideration today several resolutions proposing an amendment to the Con- 
stitution of the United States prohibiting a State from taxing the income of 
any person who is not a resident of that State. Similar resolutions have been 
introduced in the House by myself and other Members. 

Many thousands of Washington State residents are vitally affected by this 
proposed amendment. As you undoubtedly are aware, Oregon levies an income 
tax. The people of Washington have gone on record time and time again against 
the imposition of an income tax. Yet residents of our State, who work in 
Oregon, and have income from that State are taxed on income by Oregon even 
though they are nonresidents. The officials of Oregon, moreover, deny to them 
as nonresidents the opportunity of using the long form in computing the tax 
due. They must file the short form taking the standard deduction. Oregonians, 
of course, are allowed to use the long form if they desire. The net result is that 
a Washington resident, working in Oregon, pays more income tax to the State 
than does an Oregon resident with the same income. 

The Washington resident thus being discriminated against has absolutely 
no voice in selecting the officials who will be spending their tax dollars. Neither 
can they vote for or against spending propositions which directly affect the 
amount of income tax they will be required to pay to the State of Oregon. This 
is the same sort of “taxation without representation” which was dramatized by 
the historical Boston Tea Party and became a major reason for our War of Inde- 
pendenee from England. 

It is estimated that in excess of 4,500 heads of families in one county of my 
district, Clark County, work in Oregon and thus are forced to pay that State’s 
income tax. Additional thousands of residents of my district living in Cowlitz, 
Wahkiakum, and Skamania Counties are similarly affected. 

An even more unbelievable situation exists in the case of employees of the 
U.S. Army Engineers at Bonneville Dam. The Federal reservation surrounding 
this dam is mostly on natural and manmade islands in the Columbia River. 
Since most of this reservation is near or on the Oregon side of the river, the 
employees are considered to be working in Oregon. Some 63 employees working 
at Bonneville Dam are residents of Washington. They cross the river on the 
top of the dam (Government property) and work entirely within Government 
property. They use no facilities of the State of Oregon whatsoever. Still, 
under the present law they must pay tribute to Oregon in the form of State 
income taxes. Again, I insist, this is taxation without representation. The 
Legislature of the State of Washington has memorialized Congress to halt this 
discrimination. The proposed constitutional amendment before you today will 
grant: that relief. Many thousands of residents. of my: district are affected by 
this amendment and look to you for relief. I am hopeful that you will do every- 
thing possible to expedite its passage at this session. 
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BriGutTon, Itu., April 7, 1959. 
The CHAIRMAN, 
Senate Judiciary Committee. 


My Dear Mr. CHAIRMAN AND MEMBERS: It would indeed be presumptuous of 
me to feel the need of quoting from the U.S. Constitution. However, the need 
of so doing is really that I may point up my case clearly. As supporting evi- 
dence, see attached news clippings which I present in addition to the facts, as 
I see them, that I present in the following paragraphs and which I consider 
pertinent to the matter before the committee. 

1. I, at present time, am serving as justice of the peace, having been duly 
elected, qualified, and commissioned by my Governor and being duly bound 
by my oath of office to uphold the constitution of the State of Illinois and the 
Constitution of the United States of America. The State of Illinois has no 
income tax, since our State constitution is compatible with the Constitution 
of the United States of America, and, I might say, I am justly proud, as a law- 
abiding American citizen should be. It being my opinion also that the power 
to lay and collect income taxes is quite plainly stated in the 16th amendment 
and the first phrase of article I of our National Constitution. For my purposes 
I can only interpret such plain language, of which the stated portions of our Con- 
stitution is constructed, as simply meaning what it says, and thereby providing 
my rule and guide in conducting my official duties as justice of the peace, and 
faithfully discharging the solemn oath to which I am sworn. To my best 
knowledge and belief, the 16th amendment to our National Constitution has 
not been changed or repealed, and I therefore believe my concept of responsibility 
to my oath of office is correct. 

2. Being employed at McDonnell Aircraft Corp., situated in the State of 
Missouri, and living in the State of Illinois, I find myself confronted with the 
embarrassing problem of being delinquent in income-tax payment to the State of 
Missouri (without citizen’s rights), and being duly notified by the State of 
Missouri of an existing income tax assessment. However due to my layman’s 
ability to read and write, I find my conscience telling me that I cannot acknowl- 
edge the tax claim assessed against me by the State of Missouri because the 
income tax powers of Congress, as stated in the U.S. Constitution, is, in my 
opinion, in direct conflict with the purpose of the income tax laws of Missouri. 

3. In conclusion may I ask: Should I become a party to an act in perfidy and 
surrender my citizen’s rights by submitting to tax without representation, and in 
effect committing perjury, or should I refuse to honor this tax claim and retain 
my honor and integrity by living up to my oath of office to uphold the consti- 
tution of the State of Illinois and the Constitution of the United States? My 


answer is, “The Constitution of the United States should be enforced,” or the 
16th amendment repealed. 


Sincerely yours, 


GeEorGE E. SEWELL, 
Justice of the Peace, Piasa Township. 


Is THis AMERICA? CAN HE VOTE IN MASSACHUSETTS? 
[From the St. Louis Post-Dispatch, April 7, 1959] 
JAILED FOR FAILURE To PAy MASSACHUSETTS INCOME TAX 


Boston, April 7—A New Hampshire resident who refused to pay a Massa- 
chusetts income tax was arrested today and jailed. 

A. A. “Duke” Vautier, of Pelham, N.H., was arrested at the office of Metcalf & 
Eddy, an engineering firm where he is employed. He was charged with non- 
payment of a $150 tax due on his 1956 income earned in Massachusetts, plus $9.55 
in interest and fees. 

Vautier is a member of the committee opposed to nonresident State income 
taxes, composed of southern New Hampshire residents who are employed in 
this State. 

Massachusetts instituted a payroll withholding system for tax collections this 

ear. 
“ {From the St. Louis Post-Dispatch, April 7, 1959] 


THREE GOVERNORS WILL TESTIFY ON TAXING NONRESIDENTS 


WasHineTon, April 7.—Three northeastern Governors have agreed to testify 
next week at hearings by a Senate Judiciary Subcommittee on a bill to prohibit 
States from taxing incomes of nonresidents. 
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The subcommittee said Gov. Nelson Rockefeller, of New York, has designated 
a spokesman to appear at the opening session April 15. 

No word has been received from Gov. Foster Furcolo, Massachusetts, one of 
five Governors invited to testify. Acceptances have been received from Govs, 
Robert B. Meyner, of New Jersey, A. A. Ribicoff, of Connecticut, and Wesley 
Powell, of New Hampshire. 

HARTFORD, CONN., April 8, 1959. 
Hon. THoMasS J. Dopp, 
Senate Office Building, Washington, D.C. 

Dear SENATOR Dopp: I am writing relative to your proposed conference with 
the northeastern Governors regarding the taxation of out-of-State residents, 
The following case seems sufficiently unjust that it should emphasize the eyi] 
which you are attempting to correct. 

The case involves a client of ours who left Massachusetts in 1945 and com- 
menced teaching in the West Hartford school system, in which employment she 
has continued until this date. She is most capable, enjoys her work, and fully 
intends to continue living in West Hartford, where she has established 14 years’ 
tenure. 

At no time has she been a commuter, and she maintains a permanent apartment 
in West Hartford. She is a registered voter there, and her automobile is regis- 
tered in Connecticut. 

It is inconceivable, but the income of this teacher is taxed by the State of 
Massachusetts, which claims she is a resident of that State. 

She recently inherited some Massachusetts real estate from her mother, but 
the claim of residency cannot be based upon this property ownership because 
she has been subjected to the tax during the entire period. 

The above facts were presented to the Massachusetts tax commissioner, who 
ruled that she was a Massachusetts resident without furnishing any reasons 
or basis for the ruling. This has placed her in the position of either continuing 
to pay the tax or to litigate the issue. Her income status is such that she does 
not wish to go to the expense of litigation. 

Hither as a question of fact or law, there can be no question that this teacher 
is a resident of Connecticut. I am furnishing you with this example in hope 
that it will assist in correcting the evils of multiple taxation. I have purpose- 
fully omitted her name to spare her any embarrassment. However, it is avail- 
able, if necessary, together with additional substantiating facts. 

Yours very truly, 
JOHN H. Ret. 


NANUET, N.Y., April 9, 1959. 


THE SUBCOMMITTEE ON CONSTITUTIONAL AMENDMENTS OF THE SENATE COMMITTEE 
ON THE JUDICIARY. 


GENTLEMEN : I respectfully request that this communication be made a part 
of the record of the April 15 meeting and hearings by the subcommittee on 
Senator Thomas J. Dodd’s proposed constitutional amendment to prohibit one 
State taxing the wages or salaries of a resident of another State which are earned 
in whole or part within the taxing State. 

I am a citizen of the State of New York. I have nothing to gain by the 
ratification of such an amendment. It might even cost me money. 

I want to go on record that I believe the State of New York is doing a shame- 
ful—and probably illegal—thing in so taxing citizens or residents of another 
State. 

I base my belief on these facts: 

1. One of the chief causes given for the American Revolution was “taxation 
without representation.” Such a tax as is levied by the State of New York, for 
example, upon residents or citizens of other States is precisely what the Ameri- 
ean colonists fought against—taxation by King George III without representa- 
tion in Parliament. These residents or citizens of other States have no repre- 
sentation in the taxing State; they cannot vote for legislators there and so have 
any control over how their taxes shall be spent; they cannot vote on any bond 
issues their taxes will help pay for; they cannot vote at any referendum con- 
cerning matters that would affect how much taxes they must pay; they derive 
no benefits from the taxes collected from them. 

2. Such taxation of nonresidents by a State is double taxation and is a clear 
violation of State sovereignty by a sister State. The citizens of one State is 
victimized by another State and helps to pay the expenses of a State from which 
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he derives no benefit, while having to pay a second tax in some form to his own 
State for the benefits he does enjoy in his own State. It is an accepted prin- 
ciple of law that one State cannot arrest a citizen of that State or a citizen of 
another State while within another State—cannot, even in the case of criminal 
charges, force another State to hand over to that State a person without the 
sovereign State’s governmental consent, through extradition process, a consent 
sometimes refused. By the same legal principle, no State should be forced to 
permit another State to pick the pockets of its citizens on the pretext that these 
citizens earned their wages or salaries within the pocket-picking State’s bound- 
aries where the victims do not reside or vote. 
Gentlemen, I submit that such a process, based on such a theory, could logi- 
cally be followed by one State imposing taxes upon personal property purchased 
outside that State because the money used for such purchase was earned in the 

taxing State. 
Respectfully submitted. 
R. D. LINTON. 


STATEMENT OF CONGRESSMAN RODINO ON SENATE JOINT RESOLUTIONS 29 AND 67 
RELATING TO CONSTITUTIONAL AMENDMENTS ON STATE TAXATION OF NON- 
RESIDENTS 


Mr. Chairman, I wish to thank the subcommitte for permitting me to make 
this statement concerning the problems covered by Senate Joint Resolutions 
29 and 67, prohibiting or limiting the States in the taxing of incomes of non- 
residents. Being a Representative in Congress from New Jersey, I am inti- 
mately and deeply concerned with this taxing problem. My own feeling in the 
matter results from the present discriminatory practice of New York in its taxa- 
tion of New Jersey residents. 

As you doubtless will recall, the Legislature of New Jersey in 1957 adopted 
a resolution, Senate Concurrent Resolution 40, petitioning the Congress of 
the United States to adopt a constitutional amendment which would prohibit 
States from taxing the income of nonresidents. As a result of that petition, 
I sponsored in the 85th Congress House Joint Resolution 497. Simultaneously, 
12 bills similar to my own were introduced in Congress, principally from 
Members representing districts in the States of New Jersey and Connecticut. 
About a month after the Legislature of New Jersey petitioned Congress, the 
State of Connecticut also petitioned the Congress (S. J. Res. 9) asking that 
the Congress convene a constitutional convention for the purpose of amend- 
ing the Constitution to prohibit States from taxing the income of nonresidents. 

At my request, the chairman of the House Committee on the Judiciary caused 
a preliminary study to be made of the issues involved in this problem. A 
memorandum, containing the arguments pro and con, was prepared by one of 
the counsel, of the House Committee on the Judiciary, in collaboration with the 
American Law Section of the Library of Congress and dated February 13, 
1958—a year and 2 months ago—which I wish to submit for the subcommittee’s 
record. (Document attached to end of statement.) 

To my mind, the most effective way to deal with this problem of discrimina- 
tory taxation is a constitutional amendment eliminating the power. However, 
such a solution would be most difficult to accomplish since 31 States presently 
tax the in-State incomes of nonresidents and the membership of Congress from 
those States would be reluctant to go along with such legislation. In addition, 
the approach would require a two-thirds vote of each House of Congress and 
ratification by the legislatures of three-fourths of the States. It is unlikely 
that the taxing States would ratify the proposed change. 

Perhaps it is appropriate at this point to mention that the major concern of 
the 31 taxing States has not been whether nonresidents should be exempted 
or given equitable tax deductions, but rather how best to protect their own 
residents from double taxation on out-of-State income. 

The authority of a State to impose a taxation on income earned within the 
State by a nonresident was declared over 40 years ago by the decisions in 
Shaffer v. Carter, 252 U.S. 87 (1920) and Travis v. Yale and Towne Mfg. Co., 
252 U.S. 60 (1920). 

Last year, after the preliminary studies were made, it seemed wiser, in view 
of the obstacles presented by the constitutional amendment approach, to intensify 
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efforts at the State level for the negotiaion with New York for more equitable 
tax treatment of New Jersey residents. 

Presently, a resident of New York may deduct from gross income such items as 
municipal taxes on his residence property, sale taxes, mortgage and personal 
loans, medical expenses within specified limits, premiums on hospitalization in- 
surance, and gifts for charitable, religious, and benevolent purposes. 

A nonresident, on the other hand, may deduct from his taxable gross income 
in New York only an amount equal to 10 percent of such gross income or $50v, 
whichever is less. While he may itemize his deductions, he may claim only those 
expenditures incurred in the production of income in New York, and such items 
as gifts to charitable, religious, and benevolent corporations, if organized or 
operated under the laws of New York. 

From an equitable point it seems to many of us that the nonresident taxpayer 
should be permitted to claim as deductions not only those expenses incurred 
arising in New York but also, on an apportionment basis, those deductions or- 
dinarily allowed resident taxpayers. 

In an effort to broaden deductions, conferences were held among Governors 
Meyner of New Jersey, Harriman of New York, and Ribicoff of Connecticut. 

Among other things, a Commission on Out-of-State Taxation of New Jersey 
Residents was created under Senate Concurrent Resolution 25 (1957) by the 
New Jersey Legislature. Also, a study was made by Mr. Theodore Tannenwald, 
Jr., for Governor Harriman of New York in which he recommended enlarging 
certain deductions for out-of-State residents who must pay New York State taxes 
on personal income. 

As disclosed in the newspapers of recent dates, New York did revise its tax 
laws, but the only gain nonresidents received is a change in the flat sum they 
may claim in lieu of itemized deductions. Under New York’s new law, this is 
raised from $500 to $1,000. The revision will not change the fact that the non- 
resident will pay considerably more tax than the resident with the same income, 
despite the fact that the nonresident is ineligible for many of that State’s sery- 
ices. 

According to latest figures, over 137,000 New Jersey residents working in New 
York are paying more than $20 million yearly to New York; Connecticut resi- 
dents pay over $8 million. 

When the 86th Congress convened in January, I reintroduced my bills. They 
are now designated House Joint Resolution 68 and H.R. 4174. House Joint 
Resolution 68 calls for a constitutional amendment ; H.R. 4174, an interstate com- 
pact. To date, five methods have been suggested for dealing with the problem: 

(1) Constitutional amendment proposed by Congress, prohibiting State tax- 
action of nonresident incomes. 

(2) Constitutional convention to prohibit State taxation of nonresident in- 
comes. 

(3) An interstate compact permitting uniform tax treatment of all nonresi- 
dents through Senate agreement. 

(4) A national or uniform reciprocal law not to discriminate between resi- 
dents and nonresidents in the levying and collection of taxes. 

(5) Federal preemption through the interstate commerce clause. 

The first method enumerated above is the subject matter of the bills now be 
fore the subcommittee. 

The State of Connecticut has asked for a constitutional convention under 
the second method of approach. This ostensibly could take the matter out of 
the hands of Congress and place it before a convention. However, there has 
not been a constitutional convention in the 169 years of our existence and, 
besides, 33 States must ask for it before one is in order. 

So far as I know, the interstate-compact approach was first suggested on 
June 3, 1958, at a hearing in Trenton, N.J., before the Commission on Out-of- 

State Taxation of New Jersey residents. In substance, the compact would 
grant the States the power to enter into agreements looking toward uniform tax 
treatment of nonresidents. It may be argued by some that such an approach 
is unnecessary, since the States now have the power to enter into such agree 
ments. While this is doubtless true, I nonetheless feel that a compact arrange 
ment could have salutary effect because it would permit the States to make 
binding agreements containing penalty and other provisions. In the event of 
a breach of the agreement by one of the participating States, remedies, if it were 
so provided in the agreement, could be sought in our courts. 
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The fourth suggested approach concerns a national uniform law. As you 
know, we have many laws which are not Federal laws in the sense that they 
are enacted by Congress but are nevertheless national in scope in that they 
ean affect all of the several States. Some of these laws are the Uniform Nego- 
tiable Instruments Act, the uniform extradition laws, and the uniform reciprocal 
enforcement of support laws. These laws come about by the drafting of so- 
called model acts which contain standard provisions and which are submitted 
to the States for adoption by the State legislatures and, of course, are binding 
on all States which adopt them. In the past, such laws have been drafted by 
the Council of State Governments and by the American Law Institute. Cer- 
tainly, it is within the realm of possibility that these organizations, working 
singly or in conjunction with each other and with agencies of the Federal Gov- 
ernment and/or the Congress, could promulgate a model act for uniform tax 
treatment of nonresidents with strong enforcement provisions so that the States 
would be required to give full credence to its provisions. 

The fifth suggestion, and one which, in my opinion, offers the best approach, 
is a Federal preemption law. Congress has plenary powers over interstate 
commerce. In some areas it exercises exclusive and absolute control; in others 
it shares concurrent jurisdiction with the States; and in still other areas it 
permits the States to occupy the field alone. It is my understanding that 
Congress, under its interstate commerce power, could deny to the States the 
right to tax the incomes of nonresidents where the organizations that employ 
them are engaged, either in whole or in part, in interstate commerce. It may 
be that the States should be denied this power of taxation absolutely. It may 
be that they should be denied it only in certain areas. I feel that this pre- 
emption approach merits serious study, looking toward Federal legislation which 
would restrict the States in this area of taxation so as to guarantee to non- 
residents fair and equitable treatment. 

As you know, the Supreme Court recently handed down a decision holding, 
in line with its decision some 40 years earlier, that States may tax the incomes 
of foreign corporations on activities within the taxing State which are exclu- 
sively in furtherance of interstate commerce (Northwestern States Portland 
Cement Co. v. Minnesota). I have been advised that the Senate Small Business 
Committee and the House Committee on the Judiciary, among others, have this 
decision under study. 

Mr. Chairman, this problem is not confined to New York, New Jersey, or 
Connecticut, or to any one region of the United States, but is national in scope 
and effect. It affects all 49 States. It affects not only Minnesota in the north- 
western part of our country, but it affects Georgia in the South. In recent 
months, newspapers have carried accounts of difficulties between Maryland 
and Virginia ; Idaho and North Dakota have a similar problem. Pennsylvania 
and Delaware, as well as New Jersey and the city of Philadelphia, are also 
engaged in controversy concerning the taxation of nonresidents. 

Mr. Chairman, the unfair and discriminatory actions now being imposed upon 
some of our citizens simply because their employments require them to cross 
State lines must cease. If the States are unwilling to work the problem out at 
the State level through agreements, compacts, uniform laws, or otherwise, then 
the Federal Government, through its powers of preemption or by constitutional 
amendment, should bring about that which the States refuse or are incapable 


of accomplishing. 

Mr. Fensterwavp. Unless there is further business, I think we 
should stand adjourned, at the call of the Chair. 

Senator Dopp. I think so, too. 

I would like to state for the record, Mr. Fensterwald, I think you 
have rendered a great service to the subcommittee. 

Mr. Fensterwavp. Thank you, sir. 

Senator Dopp. The way you prepared this hearing, and the way 
you assisted in the conduct of the hearing, has been of great benefit, 
not only to the subcommittee, but to the Members of the Senate and, I 
think, to the people of this country. I'thank you for it. 

Mr. Fensterwawp. Thank you, sir. 

(Whereupon, at 4:15 p.m., the hearing was adjourned.) 
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(Subsequently, the subcommittee received the following materials 
which were ordered to be printed as part of this record: a statement 
(with attachments) by Senator Margaret Chase Smith; a joint state- 
ment by Senator Warren G. Magnuson and Senator Henry M. Jack- 
son; a letter from Senator John O. Pastore; and a letter to Senator 
Joseph S. Clark from Mr. Edward F. Beale.) 


STATEMENT OF SENATOR MARGARET CHASE SMITH, OF MAINE 


Mr. Chairman and members of the committee, I want to record my support 
of Senate Joint Resolution 29, introduced by Senator Bridges and Senator 
Cotton. I can add nothing to the case which they have already stated so well. 

In connection with this resolution proposing a constitutional amendment, | 
submit a copy of a telegram which I have received from the major executive and 
legislative officials of the State of Maine and urge your serious consideration 
of it. 

I respectfully request that these expressions be made a part of the record 
on this matter. 

AUGUSTA, MAINF, April 16, 1959, 
Senator MARGARET CHASE SMITH, 
Senate Office Building, Washington, D.C.: 


The Commonwealth of Massachusetts, in the administration of its tax revenue 
law is now withholding a portion of the weekly pay of Maine residents who re- 
ceived such pay from Massachusetts employees. 

We strongly oppose this procedure, and it is our opinion that, if it is allowed 
to continue, irreparable damage will be done to our residents and will result 
in a complete breakdown in interstate cooperation. Confusion as to States’ 
rights to levy taxes will follow. 

We therefore recommend and suggest that suitable action be taken to straighten 
out this disturbing situation. 

Clinton H. Clauson, Governor of Maine; John H. Reed, President, 
the Maine Senate; Joseph T. Edgar, Speaker of the Maine House: 
Allen Woodcock, Jr., Majority Floor Leader of the Maine Senate: 
Alton A. Lessard, Minority Floor Leader of the Senate; Robert 
G. Wade, Majority Floor Leader of the Maine House; Lucia M. 
Cormier, Minority Floor Leader of the Maine House; Albert W. 
Emmons, Assistant Majority Floor Leader of the Maine House; 
Jerome G. Plante, Assistant Minority Floor Leader of the Maine 
House; Peter J. Farley, Assistant Minority Floor Leader of the 
Maine Senate. 


COMMITTEE ON ARMED SERVICES, 
April 14, 1959. 
THE CHAIRMAN, | 
Subcommittee on Constitutional Amendments, Senate Judiciary Committee, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN :.Enclosed please find telegram I have received from 
Albert Page, secretary-treasurer, Truck Drivers Union Local 340, 110 Exchange 
Street, Portland, Maine, which is self-explanatory. 

I shall appreciate your giving these views your full consideration at the 
hearings on this matter. 

Sincerely yours, 
MARGARET CHASE SMITH, U.S. Senator. 


PorTLAND, MAINE, April 14, 1959. 
Senator MARGARET CHASE SMITH, 
Senate Office Building, Washington, D.C.: 

The battle of Massachusetts withholding State income tax from truckdrivers 
in Maine has started. We have a small number of truckdrivers at present who 
live around Portland, Maine, who drive a truck from Portland to Boston and 
return. Tax is withheld from their pay based on the number of miles they 
drive in Massachusetts from the Massachusetts line to the city of Boston and 
back:to the Massachusetts.line. We have other companies who are asking the 
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drivers to sign slips authorizing this deduction. While this problem is small at 
the moment, we are vitally concerned due to the number of trucking companies 
we do business with who are domiciled in Massachusetts. Your support to favor 
a constitutional amendment will be greatly appreciated. This problem could 
pecome very abusive in encouraging a battle between States on taxes even to the 
extent where towns in our State could get the idea of taxing all workers who 
are working in one city and living in another. 
ALBERT PAGE, 
Secretary-Treasurer, Truckdrivers Union Local 340. 


Joint STATEMENT BEFORE THE COMMITTEE ON THE JUDICIARY IN SUPPORT OF 
SENATE JOINT RESOLUTION 67, By SENATOR WARREN G. MAGNUSON AND SENATOR 
Henry M. JACKSON 


Mr. Chairman, this statement, which we wish to address to your committee, 
is in support of Senate Joint Resolution 67, introduced by Mr. Case of New 
Jersey. It is our thought, even as it is the thought of Senator Case, that no 
State should generally be permitted to tax the income of a person unless he is 
domiciled within its borders, or otherwise resident therein for at least 6 months 
during the calendar year. However, this proposal will not deny the power to 
impose a tax on the compensation of nonresidents if the proceeds of the tax are 
used only to provide benefits to which such nonresidents are eligible or may 
become eligible. 

We have no quarrel with States which wish to impose an income tax on their 
own residents, even though our State imposes no income tax. And we do not 
think it is generally the function of Congress or the U.S. Constitution to attempt 
to limit the States in their exercise of this power. Nevertheless, we do think it is 
the function of both to protect the free movement of residents of all States across 
the boundaries of individual States without it becoming unduly burdensome. 
It should be the function of Congress and the Constitution to prevent one State 
from perpetrating a great injustice on the residents of another State. Yet the 
type of injustice of which I speak is very common today. Other witnesses have 
already told you or will tell you of the injustice to residents of New Hampshire 
who work in Massachusetts, residents of Connecticut who work in New York, 
residents of New Jersey who work in New York, Philadelphia, or Delaware. If 
you will look at a map which shows the 29 States which do and those which 
do not impose income taxes on Salaries and wages, you will find that the occasions 
for conflict extend from the Atlantic to the Pacific, from border to border, and 
many places in between. For the greater part, the proceeds of these taxes are 
used for activities in whose benefits the nonresident taxpayers are not entitled 
to share, and cannot become entitled to share. It is this injustice which most 
bothers us. 

There are 19 States which impose no State income tax on salaries and wages 
earned within their borders, whether earned by residents or nonresidents. These 
States, for reasons satisfactory to themselves, have chosen to finance their gov- 
ernment by other methods. Taxpayers in these States are, in some cases, among 
the most heavily taxed in the Nation. 

The other States which do levy income taxes on salaries and wages are not 
satisfied with taxing the income of their residents; they impose taxes on non- 
residents as well. Thus, a resident of Washington State who goes south across 
the Columbia River to work in Oregon must pay the Oregon income tax on his 
salary or wage earned in Oregon. He must pay this tax even though all the 
common benefits of State government—eligibility for voting, education, health 
and welfare services for his family, streets and highways, police and fire protec- 
tion for his home, and the like—are all furnished by Washington. In only a 
small and insignificant way can he share in the purposes for which the tax pro- 
ceeds are used in Oregon. Similarly, the Washington resident who crosses to 
the east into Idaho gets caught by the Idaho tax. If he goes north, he is caught 
by the Canadian income tax. Only if he goes west, in the Pacific Ocean, can: he 
escape the taxes of another jurisdiction. Furthermore, the nonresident who 
is required to pay these taxes for which he receives insignificant benefits has 
no voting voice in determining the rate of expenditures or taxes. 

We know that it cannot, and should not, be the function of Congress to seek 
ways to remove all the minor frictions which arise between the States. The 
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States usually can and should work out these problems themselves, but here 
so long as one State does not agree to a removal of this discrimination the others 
will, in retaliation, retain their present legislation. We believe we have an op- 
portunity not only to remove an injustice of considerable magnitude, but also 
to contribute to interstate harmony which is so essential for the successful func- 
tioning of our Federal form of government. 

One final point we wish to emphasize to the committee. This proposed amend- 
ment differs from some others which have been introduced. This proposal does 
not completely deny a State the power to impose a tax on the salaries or wages 
of a nonresident. Rather, it permits the exercise of such a power, provided the 
revenues from the tax are used only to provide benefits which the nonresident 
taxpayers are eligible or may become eligible to receive. 

Mr. Chairman, we respectfully urge you and your committee to take favorable 
action on Senate Joint Resolution 67. 


JOINT COMMITTEE ON ATOMIC ENERGY, 
April 29, 1959. 
Hon. THomAs J. Dopp, 
Acting Chairman, Subcommittee on Constitutional Amendments, 
Senate Judiciary Committee, Washington, D.C. 


My Dear Senator: I am grateful for this opportunity to express my views 
on the special problems of State income-tax procedures now engaging the at- 
tention of your subcommittee. 

I am today speaking in. behalf of many residents of the State of Rhode 
Island who, over their signatures, have protested to me the imposition of 
taxes upon their personal income by States of their employment but not of 
their residence. 

They are industrious people, good neighbors, good citizens who pay their 
taxes and participate fully in the community life and in the civic duties of 
their Rhode Island cities and towns. 

Their skills are given to jobs in Massachusetts. They are faithful work- 
ers whose labors contribute measurably to the economic prosperity of that 
State. They have no voice as to the policies of that State nor the persons 
who make those policies. They vote and pay their taxes ‘at home.” 

When a tax is imposed by the State of Massachusetts upon the wages earned 
by them, they feel that it is taxation without representation. It is in con- 
flict with the comity between States—it hurts good neighborliness. It is at 
variance with America’s free flow of goods and good will between sister 
States. 

With this committee approaching its task in a spirit of equity and fair 
play, as it does, I am sure the times are propitious for arriving at a solution 
that will do justice to all—and maintain an atmosphere of good feeling in 
these days when we cannot afford to have antagonisms, petty or great, dividing 
us. 

We stand greatly in need of this unity to meet our responsibilities as a 
single force for good in a world of many worries. 

I compliment this committee on its intensive application to the study and 
solution of these problems. Your interest does alleviate in great measure the 
anxiety expressed over a wide area by honest people sorely perplexed; and I 
feel that your work will achieve a substantial correction of the causes of their 
complaint. 

Again I express my appreciation of your courtesy and your concern. 

Sincerely yours, 
JOHN O. PASTORE, 
U.S. Senator. 
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CHESTNUT HILL, PHILADELPHIA, PA., May 1, 1959. 
Hon. JosePH S. CLARK, 
Senate Office Building, Washington, D.C. 

Dear Joe: I have been giving considerable thought to the question of the 
relationship of Federal, State, and local income taxes, and, in view of the recent 
discussions in Washington on this subject, I thought I would drop you a line 
on this matter. 

As in your case, I live in Chestnut Hill, and work outside the State of Penn- 
sylvania. In my case, my business headquarters is in New York City. This 
results in monthly deductions from my salary check for Federal withholding, 
for New York State income tax (top limit of 10 percent), and Philadelphia 
wage tax (1% percent). 

Although I do not work in Philadelphia, I pay as much tax there as if I did; 
although I do not live in New York, I pay as much tax to that State (and, as 
a matter of fact, a little bit more because of provisions on exemptions) as if 
I did. 

It seems to me it would be difficult to argue that I receive as much govern- 
mental services in Philadelphia and in New York as do the people who both 
live and work in one of those two locations. Nevertheless, I pay just as much 
tax to each of those locations as does an individual who both lives and works 
there. 

I know this matter is up before Congress and, therefore, I thought this would 
be an appropriate time to write. It would seem to me that the most equitable 
solution to the problem would be to pass a Federal bill whereby real estate taxes 
would take care of governmental services associated with residence, and wage 
and income taxes would take care of governmental services associated with 
employment. 

Obviously, this is a small problem, from a political point of view, since there 
are not many people who live in Philadelphia and work in New York. How- 
ever, it seems a fairly large problem from the point of view of tax equity as 
between individuals, and, for this reason, I knew you would be interested in it. 
It seems to me that it is clearly inequitable that some U.S. citizens should be 
subject to three income or wage taxes, while others in similar circumstances 
are subject to either two or one such tax. Perhaps, the proper recourse would 
be to provide legislation to correct this situation rather than to expect an in- 
dividual to adjust his location of living or of working in order to meet special 
tax situations. 

I know that in certain instances, several of our States have reciprocal agree- 
ments, so that if a resident of one State pays an income tax to another State, 
he is relieved of certain obligations to his State of residence. Would there be 


any possible chance to make a similar arrangement between New York and 
Philadelphia ? 


Cordially, " 
NED BEALE. 
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State taxation of the income of nonresidents earned or derived from sources 
within the State has resulted in recent years in contention and disagreement 
between States, proposals for amendments to the Federal Constitution and 
State legislative proposals to prohibit such taxation or to eliminate its in- 
equitable burdens. This committee appointed at the last annual meeting of the 
National Association of Attorneys General has endeavored to report statistically 
and to analyze the statutes and judicial decisions on the subject and the prin- 
cipal proposals for constitutional amendments and for legislation. With the 
realization that the Federal system depends upon the avoidance of irreconcil- 
able conflicts between States, the committee is recommending herewith uniform 
State action to deal with the problem of income taxation of nonresidents with 
fundamental fairness but without sacrifice of substantial revenues.’ 

Resolution VII adopted at the last annual meeting of this association recited 
in its preamble that there are no interstate reciprocity laws to guarantee an 
equitable impact of the burden of taxation by two States upon one individual 
and specifically to assure that nonresidents paying income taxes are granted 
deductions for taxes and other expenditures in their States of residence. Thirty 
States impose an income tax upon nonresidents as well as residents. Other 
States have adhered to real and personal property taxation or have enacted 
sales and other excise taxes as their main sources of revenue to sustain State 
and local government. 

The problem of an inequitable burden of taxation is most acute when a citizen 
is employed in an income-taxing State but resides in a State which has relied 
for its principal revenues as a matter of legislative policy upon other than in- 
come taxes. Between States which impose income taxes, provision for crediting 
income taxes through reciprocity are common although not universal. No in- 
come-taxing State, however, has accorded similar tax credits for general taxes 
other than income taxes imposed in a non-income-taxing State. The problem 
has been aggravated because of the denial even of equivalent deductions to 
nonresident taxpayers from States without income taxes but with high prop- 
erty taxes or high sales taxes. As a consequence, a hardship amounting to 
double taxation has resulted in some areas and is a potential threat in other 
areas within the United States. 

Urban centers extending across State boundaries include Metropolitan New 
York reaching into New Jersey and Connecticut, industrial Massachusetts cities 
and southern New Hampshire, Pittsburgh-Youngstown, Chicago-Gary, Detroit- 
Toledo-Lansing and St. Louis-East St. Louis. Other such areas of megalopolis 
may be familiar to members of the association. Employment across a State 
boundary is a phenomenon of this Nation in mid-20th century. It is no answer 
to the individual who claims an inequity in the income tax of his State of em- 
ployment that he works there by choice. Frequently, the employment oppor- 
tunities arise in the adjoining city or town in another State or, in reverse, an 
executive or other employee brought into a city office looks to suburban areas 
in a neighboring State for his dwelling. The modern economy depends upon 
mobility, with the assignment of personnel by leading industries and businesses 

around the Nation. Workers no longer cluster in the city slums but because of 





1The assistance of the Council of State Governments and of Mr. Peter L. Hughes 3d of 
the Department of Law and Public Safety of the State of New Jersey in the compilation 
and analysis of the State statutes proved invaluable and is gratefully acknowledged. 
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improved transportation and wage scales enjoy suburban or rural living. The 
burden of heavy local taxes in the State of residence and heavy income taxes in 
the State of employment is an artificial and unjust result of economic and 
sociological developments beneficial to all 50 States. 


STATUTE LAW 


Thirty States, Hawaii, and the District of Columbia have a net personal in- 
come tax applicable to most sources of income. The State individual net income 
taxes are generally similar to the Federal income tax. With certain exceptions, 
the total net income of residents is subject to taxation regardless of the geo- 
graphic source of the income, whereas only that part of the net income of non- 
residents which has been derived from an occupation, trade, or business carried 
on within the taxing States is subject to taxation. Net taxable income is deter. 
mined by deducting from gross income certain specified exclusions. In most 
States, insurance proceeds, workmen’s compensation, gifts, and inheritances can 
be excluded from taxable income. Deductions are allowed for business expenses, 
for all or specified local, State, and Federal taxes, religious and charitable con- 
tributions, medical expenses, losses due to fire, theft, or casualty, and a number 
of other items. In 24 States the individual taxpayer has an option of a stand- 
ard deduction in lieu of enumerating specific deductions. All States allow for 
personal exemptions for tax purposes, which are deducted from gross income. 
In addition to individual net income taxes, several other types of taxes on 
income are used by the States and localities in the United States. New Hamp 
shire and Tennessee tax only income derived from stocks and bonds and other 
intangible property not tax exempt. These interest and dividends taxes, while 
taxes on income, were actually adopted as a substitute for an ad valorem prop- 
erty tax on intangible property. The largest single source of State revenue in 
Indiana is the gross receipts tax on both business and individuals. The base of 
this tax includes the gross receipts of the taxpayer received as compensation for 
personal services, as income from business or commerce, from the sale of intan- 
gible or tangible property, from the performance of contracts, from insurance 
and from the investment of capital, as well as all amounts received as alimony, 
damages, or judgments, to mention only the major categories. 

To protect their own residents and as a matter of equity, the States have 
adopted provisions in their income tax laws for allowing tax credits or exemp- 
tions for income taxes paid elsewhere. The general practice in the States, for 
their own residents, is to allow credit for income taxes paid elsewhere toward 
the amount of income taxes otherwise due in the State of residence and at the 
rate of taxation imposed under its law. In some cases the credit is limited to 
the amount due on that proportion of the taxpayer’s total income which is 
earned outside the State of residence. On the other hand, a number of States 
have provisions allowing nonresidents a deduction for taxes which must be paid 
in their State of residence if that State grants a similar deduction to nonresi- 
dents. In some cases the nonresident tax credit may be limited to that portion 
of the total tax due in the State of residence which is payable as a result of in- 
come earned in the State granting nonresident credit. A different problem is 
created for residents of a non-income-taxing State who work in an income-taxing 
State. In this case, the problem is not directly double taxation of the same tax 
sources, it is rather that the taxpayer supports, at least in part, two tax systems, 
No relief is available to him under the ordinary concept of reciprocity or tax 
credits or exemptions since these are applicable only to similar taxes. 

Personal net income taxes constitute one of the major sources of revenue for 
the States. Nationwide, the personal income tax is third as a source of State 
revenue, following the general sales tax and motor fuel taxes. However, on an 
individual State basis, the proportion of total State and local revenue and of 
total State revenue alone, which the income tax comprises, varies considerably 
from State to State. 

Table 1 in the appendix includes figures for all the States which have State 
or municipal income taxes showing both the percent of total State and local 
revenue derived from personal income taxes, property taxes, sales taxes, and 
other taxes, and the actual amount of money involved. Similar figures are 
given for State revenue and local revenue separately. 

In Delaware, New York, Oregon, Virginia, and Wisconsin, the individual 
income tax produces approximately one-third or more of total State revenue. 
In Massachusetts and Vermont, it produces over a quarter. On the’ other 
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hand, it produces less than 5 percent of the total State revenue in Arkansas, Mis- 
sissippi, and Oklahoma. 

Among the 28 States,’ Hawaii, and the District of Columbia, which tax in- 
come at graduated rates, there is considerable variation in the tax burden im- 
posed. The differences result from varying provisions regarding exemptions 
and deductions as well as varying rates imposed. Table 2 in the appendix 
shows the rate range and the lowest and highest income brackets to which 
the rates apply. Summary information regarding personal exemptions and 
standard deductions is also included in order to make the rate figures more 
significant. 

Table 3 in the appendix includes tax rate figures for local income taxes 
along with other information regarding local income taxes. In general, these 
tax rates range from 0.5 percent to 1 percent, with 1 percent being the most 
common figure. The only city which has a rate higher than 1 percent is 
Philadelphia with a 1.5 percent rate. The lowest rate imposed by any locality 
is 0.25 percent. These are flat rates in every case with no gradation. 

Personal exemptions are allowed in the 30 States with net individual income 
taxes, and in Hawaii and the District of Columbia. However, there is con- 
siderable variation in the amount of the exemption, the relative size of the allow- 
ance for an individual taxpayer, married couples and dependents, and the extent 
to which supplemental allowances are given to the blind and the aged. 

Table 4 shows the size of personal exemptions and credits allowed for resi- 
dent taxpayers and nonresidents. Five of the States use tax credits, the de 
duction of fixed amounts from tax liability rather than from net income. This 
serves to emphasize the effect of a graduated tax rate structure. There has 
been a trend toward conformity of State income-tax statutes with Federal law. 
As a result the Internal Revenue Code has become a principal influence in estab- 
lishing the level of State personal exemptions. Initial adoption of flat sum ex- 
emptions by Congress has resulted in similar provisions among the States. 

Furthermore, the allowance of additional exemptions for the blind and for 
persons over 65 by the Federal Government has resulted in a number of such 
provisions among the States. There is a range in personal exemptions for 
single persons from $500 in Vermont to $4,000 in Mississippi, for married 
couples from $1,000 to $6,000 in the same two States. Dependency allowances 
range from $200 in Idaho, New Mexico, and Virginia to $800 in Maryland. 
Exemptions for the blind are allowed in 16 States, and for persons over 65 
years of age in 13 States. The District of Columbia provides additional exemp- 
tions for both the blind and the aged. In 18 States nonresident taxpayers are 
allowed the same personal exemptions and credits as resident taxpayers. In 
the remaining 13 States and Hawaii a nonresident taxpayer is allowed exemp- 
tions in proportion to the amount of income earned in the State granting the 
exemptions. 

All net personal income tax States permit specific deductions from gross 
income in arriving at net taxable income. Appendix table 5 summarizes State 
provisions covering deductions for taxes, charitable and other contributions, 
medical expenses and alimony, showing the provisions applicable to residents 
and nonresidents. Optional standard deductions are also shown. Some States 
allow identical deductions for residents and nonresidents. In others, the pro- 
visions regarding only some of the deductions may be identical for residents 
and nonresidents. 

Among the more common limitations on nonresident deductions are those 
allowing deductions only in proportion to the amount of income earned in the 
State granting the deductions and those allowing only such specified deductions 
as are connected with taxable income derived from sources within the State 
granting the deductions. In addition, other deductions may be limited to 
those connected with property transactions or activities having situs within 
the State granting the deductions. Specifically, this may mean that the non- 
resident may not deduct property tax on his residence, contribute to local 
charities, life insurance premiums, mortgage and personal loan interest, medical 
expenses, automobile registration fees, State gasoline tax, Federal taxes on 
telephone and telegraph messages, on transportation, on safety deposit boxes, 
on club dues and on admissions, except when such fees and taxes are connected 
with the production of income within the State or related to income-producing 
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‘Maryland and Massachusetts tax Income at flat rates. 
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property within the State. Contributions may be deductible only if made to 
organizations within the State granting the deductions. 

Provisions have been included in the laws of all States which collect a per- 
sonal net income tax to minimize double taxation of income earned outside of 
the State of residence. Income tax credits or income exemptions may be al. 
lowed by the State of residence for income taxes paid for income earned in 
another State, or a State may allow similar credit to a nonresident for taxes 
paid in his State of residence. 

The appendix map and table six Summarize the provisions of State law. 
Fourteen States and the District of Columbia allow tax credits or exemptions 
for taxes paid for income earned by their residents in another State. Four 
States grant such a tax credit or exemption only to nonresidents. Eleven 
States allow credits or exemptions to both residents and nonresidents. The 
nonresident credit is granted only if the State where the nonresident resides 
grants a similar exemption to nonresidents. Furthermore, the nonresident 
eredit is usually a qualified one being available only when a nonresident tax- 
payer has become liable for income tax to the State where he resides. The 
States have avoided an interpretation restricting the credit to a nonresident 
from a State which did not grant its residents tax credits or income exemptions 
for income earned elsewhere. 

In addition to the specific statutory provisions outlined above, in one State, 
North Dakota, the tax commissioner is authorized to enter into reciprocal agree. 
ments with other States in order to avoid double taxation and otherwise to 
administer the income tax laws fairly to avoid interstate conflicts. 


JUDICIAL DECISIONS 


The law is settled. State taxation of the income of nonresidents earned or 
derived from sources within the State is constitutional. In the early years of 
State income taxation the U.S. Supreme Court ruled squarely in favor of con- 
stitutionality in Shaffer v. Carter*® and Travis v. Yale € Towne Mfg. Co.,* both 
decided in 1920. 

States may reach the entire income of residents for taxation, according to the 
subsequent decision of the highest court in Lawrence v. State Tax Commission® 
but are not permitted to extend their taxing jurisdiction beyond their borders to 
levy upon the nonresident’s income elsewhere. This was the pronouncement of 
the U.S. Supreme Court in International Harvester Corp. v. Wisconsin Depart- 
ment of Taxation® in 1944. As a further protection to nonresidents, taxation 
imposed solely on them or otherwise discriminatory against them has been 
ruled in violation of Federal constitutional privileges in Shaffer v. Carter and 
Ward v. Maryland.” The Supreme Court declared in the former case that any 
general income tax cannot be more onerous in its effect on nonresidents than 
on residents. The holding of Travis v. Yale €d Towne Mfg. Co. is noteworthy in 
its relation to the problem of equal treatment of nonresidents. The provision of 
the New York income tax statute excluding nonresidents from the same personal 
exemptions to which residents were entitled was struck down as unconstitutional 
by a unanimous Supreme Court. 

The more recent cases have added nothing significant to the general law. Only 
the New York decision of Goodwin v. State Tax Commission® warrants dis- 
cussion. There a New Jersey resident who earned his entire income in New York 
contested the provisions of the New York income-tax law denying equivalent de 
ductions to nonresident taxpayers. Both residents and nonresidents were al- 
lowed deductions for charitable contributions to New York charities or for 
taxes paid in connection with the earning of income within New York, but these 
were of doubtful advantage to a nonresident homeowner who paid local real 
estate taxes and contributed to local charities. The legal rationale arrived at 
by the New York court was that deductions are meted out as an exception to the 
income-tax law because of governmental policy in favor of residents only. The 
court concluded that the plaintiff should look to his State of residence to enact 


3252 U.S. 37, 64 L. ed. 445, 40 S. Ct. 221 (1920). 

4 252 U.S. 60, 64 L. ed. 460, 40 S. Ct. 228 (1920). 

5 286 U.S. 276, 76 L. ed. 1102, 52 S. Ct. 556 (1932). 

6322 U.S. 435, 88 L. ed. 1373, 64 S. Ct. 1060 (1944). 

779 U.S. (16 Wall.) 418, 20 L. ed. 449 (1870). 

8286 App. Div. 694, 146 N.Y.S. 2d 172 (38d Department, ross, affirmed, 1 N.Y. 2d 680. 
18 a 2d 711 (1956), appeal dismissed, 352 U.S. 805, 1 L. ed. 2d 38, 77 S. Ct. 47 
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an income-tax law and to allow deductions to residents for property taxes, inter- 
est, local charitable contributions and medical and other family expenses. 

The U.S. Supreme Court declared in Wisconsin v. J.C. Penney Co.’ that each 
“State is free to pursue its own fiscal policies, unembarrassed by the Constitu- 
tion, if by the practical operation of a tax, the State has exerted its power in 
relation to opportunities which it has given, to protection which it has afforded 
to benefits which it has conferred by the fact of being an orderly, civilized 
society * * *.” Two theories of the constitutional foundation for State income 
taxation are tenable. A State income-tax statute may be sustained as a personal 
tax upon the income of residents earned outside the State and as tax upon the 
process of earning income by nonresidents within the State. Both under the 
personal theory and the in rem theory, income taxation is defensible because the 
resident or nonresident taxpayer is the recipient of governmental benefits. 
Through its services, the State or municipality creates an economic climate 
favoring the earning of income. Schools, police protection, sewage disposal, and 
street maintenance, water and electric power are benefits to residents and to a 
lesser degree to nonresidents who gain their income in the taxing State or gov- 
ernmental subdivision. 

An obvious weakness of the benefit or quid pro quo concept is that a large 
share of the tax revenues is devoted to the building and operation of public 
schools. There is little relation between such expenditures and the rendering of 
benefits or the maintenance of an economic climate favorable to the earning of 
income by a nonresident. Other activities, such as hospitals, are almost as 
conspicuously of local, not interstate benefit. 


CONSTITUTIONAL AND LEGISLATIVE PROPOSALS 


During the past few years several Members of Congress and State legislators 
have endeavored to overcome extraterritorial income-tax impacts upon their 
constituents by constitutional or statutory proposals. 

At the State level, forms of reciprocity or even outright retaliation have been 
sought. Amendments to the Federal Constitution have been proposed that are 
designed to provide ground rules for future congressional and State action in 
this complicated and politically sensitive area. 

The committee reviewed the various suggestions. Consideration in this report 
is limited to pending Federal constitutional and legislative proposals in view 
of the limitations on unilateral State action by the 14th amendment and the 
futility and repugnancy to Federal principles of retaliatory measures. The 
Federal proposals fall within four general categories. By appropriate resolu- 
tion, proposals have been advanced to: 

(1) Prohibit States or their political subdivisions from levying taxes on in- 
come from whatever source except from residents of the taxing States.” 

(2) Prohibit States or their political subdivisions from levying income taxes 
on specified categories of income of natural nonresidents such as wages, salaries, 
professional fees, or for personal services rendered.” 

(3) Forbid States or their political subdivisions from levying an income tax 
that discriminates between a resident and nonresident of the taxing State.” 

(4) Prevent States or their political subdivisions from imposing taxes upon 
amounts receivable by natural persons as compensation for personal services 
rendered within the taxing State unless such persons are domiciled within the 
State at any time during the taxing period, or reside in the State for at least 
one-half of the taxing period. This proposal, however, would authorize a uni- 
form application of income tax upon personal services rendered notwithstand- 
ing residence and domicile if the revenues derived from the tax are devoted to 
providing benefits for all persons as distinguished from a specific class com- 
prising residents of the taxing State.” 

The committee does not favor the first proposal. Nonresident natural persons 
and business associations should not escape any tax incidence merely by reason 





*311 U.S. 435, 85 L. ed. 267, 61 S. Ct. 246 (1940). 

© HJ. Res. 68 (Rodino ; New Jersey). 

"HJ. Res. 33 (Addonizio, New Jersey), H.J. Res. 119 (Osmers, New Jersey), HiJ. Res. 
251 (Widnall, New Jersey), H.J. Res. 288 (Dwyer, New Jersey), S.J. Res. 29 (Bridges and 
otton, New Hampshire), H.J. Res. 203 (Bass, New Hampshire), H.J. Res. 221 (Cahill, 
New Jersey), H.J. Res. 163 (Libonati, Illinois), H.J. Res. 190 (Merrow, New Hampshire). 

2H.J. Res. 118 (Osmers, New Jersey). 

¥S.J. Res. 67 (Case, New Jersey). 
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of the fact that they do not reside within a taxing State. The obligation which 
the courts have recognized as being owed to a taxing State from a nonresident 
would not be fulfilled. 

The second category is designed to limit complete escape from taxation by 
nonresidents. While moneys earned from the rendition of personal services may 
not be taxed, this approach would permit the levying of income taxes on busi- 
ness, property, and other types of income. 

However, uncertainty arises as to the specific meaning of the term ‘“non- 
resident.” Taxing State courts might be alert to broaden the term “resident.” 
The cardinal principle that tax exemptions are reluctantly granted and ambi- 
guities are construed in favor of the taxing authorities might lead to harsh re- 
sults. Where a person is domiciled in one State and has a temporary residence 
within the taxing State for a short period of time, that person might be subject 
to the full tax based on the fact that the term “residence” has no limitations, 

The third solution that forbids discrimination against both residents and 
nonresidents is no apparent deviation from the constitutional safeguard of 
the 14th amendment. If construed to apply to deductions, the amendment 
might protect against deduction inequality but fall short of adequate relief 
to a person in a nonincome taxing State forced to pay a heavy property tax 
and allowed to deduct payments for that tax from his gross income in the 
income-taxing State. Such taxpayer would continue to suffer “discrimina- 
tion” in the sense that he contributed to the major taxing systems of two 
States. 

The problem of who is cr is not a nonresident is attempted to be cured 
by the fourth category of constitutional proposals. This suggestion has a 
dual aim. First, an endeavor is made to outline specifically who is or is not 
a nonresident who will be taxed and who is a domiciliary. To this extent, a 
standard is established that would preclude inequitable treatment for the per- 
son who has little or hardly any contact with the income-taxing State. At 
the same time the suggestion loses its force in its second objecive. There, it 
makes no difference whether or not a person is a resident or domiciliary for 
any period of time if revenues derived from the income-taxing State are de 
voted to provide benefits for all. Under these circumstances, the income-tax- 
ing State might claim that, directly or indirectly, the income-tax revenues will 
be devoted to all persons deriving income from that particular State. An ob 
vious example might be a devotion of such revenues to police protection pur- 
poses. Courts would be quick to state that tax proceeds devoted to that pur- 
pose without question benefit everyone and not just residents. However, if 
such revenues were devoted to educational purposes, as discussed earlier in this 
report, the benefit to nonresidents would be less apparent. The courts might 
state that, indirectly, nonresidents are benefited in that employees of a non- 
resident employer are educated and thus provide an adequately trained labor 
force. Furthermore, particular State legislation enacted pursuant to this 
standard might inhibit State constitutions that prevent dedication of revenues 
for particular purposes. 

To date one legislative proposal has been advanced in Congress to deal with 
the problem. This would take the form of a consent-in-advance authority for 
States to enter into compacts providing for uniform tax treatment of non- 
residents.* This suggestion has merit. The objective of permitting States to 
solve taxing difficulties through bilateral agreements would be achieved, but 
the committee concluded it is not necessary to invoke such machinery when, 
through uniform laws, States can attain the general objective of avoidance 
of the inequitable impact of double taxation. 


CONCLUSIONS AND RECOMMENDATIONS 


The committee after review of the applicable law and the proposals for 
constitutional amendments and legislation determined to recommend uniform 
State action through legislation. The problem between States with income 
taxes lends itself to a ready solution through reciprocal legislation to insure 
credits for income taxes paid in other States. The most serious and troublesome 
concern is to safeguard the resident of a State which looks to other methods 
of taxation for its principal revenues, who is confronted with an income tax in 
the State of his employment. Many such individuals are burdened with a total 


4S. 991 (H. A. Williams, New Jersey). 
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tax outlay far in excess of their counterparts who reside and are employed in 
one State or who reside in an income-taxing State and are employed in a non- 
jncome-taxing State. 

Despite the plausibility of the proposition that States should impose income 
taxes only on residents because residents have the only voice in government 
through the right to vote, the committee recognized and approved the basic tax- 
jng authority of States upon the process of earning income by nonresidents. 
Nonresidents enjoy many of the benefits of government, although not as directly 
as residents in the case of schools, hospitals, and some other services. Upon 
the prohibition of taxation of nonresidents, a situation antagonistic to funda- 
mental principles of the Federal system is foreseeable. Citizens able to afford 
homes in adjoining non-income-taxing States would leave the income-taxing State 
where they earned their income, thus shifting a greater measure of the tax 
purden upon persons earning lower incomes or unable or unwilling to move from 
the income-taxing State for other reasons. 

As a second objective after recommending reciprocity provisions between in- 
come-taxing States, the committee resolved upon a recommendation in favor of 
equality of deductions between residents and nonresidents. The unwillingness 
of some income-taxing States to grant equivalent deductions to nonresidents for 
taxes, interest, charitable contributions and medical and other expenses has 
intensified the opposition to State income taxation of nonresidents. By and 
large, the nonresident maintains the same family facilities and bears the same 
family burdens as the resident. It is no answer to the ordinary wage earner 
that he should not be entitled to deductions because he pays an income tax only 
on income earned or derived from sources within the State of his employment. 
Substantially his entire income in most cases is earned income. Within the con- 
cept of equivalent deductions, the committee agreed that deductions allowed to 
nonresidents should be prorated in the proportion that income earned or derived 
from sources within the taxing State bears to total income. 

Neither is it a satisfactory answer to urge that a State under the Goodirin 
decision may bar a nonresident from equivalent deductions, although the U.S. 
Supreme Court holding in the Yale &€ Towne Manufacturing Co. case struck down 
as unconstitutional a State statute denying equivalent exemptions to nonresi- 
dents. Extending taxing jurisdiction and ferreting out taxing revenues to the 
limit that the courts will sanction is a mercantilistic approach, flatly con- 
trary to the comity and mutual willingness to resolve problems which is the 
cornerstone of the Federal structure. 

A real risk threatens that the Federal system will fail in the field of income 
taxation, unless the States mutually forego squeezing out all technically allow- 
able tax gains from residents of other States. The States should not compete 
for the tax dollar to the undue hardship of some individuals who are adversely 
situated. Any serious conflict between the States tend toward a breakdown of 
the Federal system, as surely as import barriers and burdens on interstate 
commerce would. As the States quarrel over sources of taxing revenues, the 
Federal Government may be forced to intervene and possibly to preempt the 
field. This danger will be acute if the several States fail to grant to nonresi- 
dents reciprocity, equivalent deductions or other recognition of the tax burden of 
nonresidents to their own States. The States in good faith and in a mutual 
willingness to resolve the problem fairly should move in the direction of uniform 
legislation to eliminate the worse features of double taxation to individuals 
who reside in one State and are employed or have sources of income in another 
State. 

Retaliatory legislation is not a solution. That course invites quarrels, litiga- 
tion, and counterretaliation. Retaliation between States is antagonistic to the 
Federal system, as forcibly expressed by the U.S. Supreme Court in 1919 in the 
Yale € Towne Manufacturing Co. case. 

Many of the States have established close working relationships in dealing 
with transportation, water and air pollution, health and other problems. The 
authority of the State tax commissioners or other designated officials to nego- 
tiate and to enter agreements for removing the inequities and undue burdens 
of income taxation of nonresidents was therefore adopted as the final recom- 
mendation of this committee. 

The committee initially considered a fixed solution to the problem of double 
taxation through tax credits for all general taxes paid. This had an appeal as 
a safeguard for the resident of a high property or high sales tax State against 
the burden of double taxation in the State where he acquires his income, As 
a matter of abstract justice, it appeared to the committee that individuals should 
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not be forced to contribute to the major revenue producing tax in two States, 
because of the accident of their residence in one State and employment in an- 
other. Although this problem of double taxation would tend toward resolution 
if all States enacted income tax laws, within the Federal system no State should 
be forced by a sister State to resort to any particular form of taxation for the 
protection of its citizens employed elsewhere. Many States have continued to 
raise their principal revenue through real and personal property taxation, the 
most historic form of taxation in common law jurisdictions while other States 
have developed fiscal support of State and local government through sales and 
other excise taxes. Sovereign States are not subject to dictation on basic 
legislative policy as to methods and incidence of taxation. 

The practical objections to a recommendation in favor of total reciprocity 
for all general taxes proved insurmountable. Tax credits against total income. 
tax liability for property taxes, for example, would result in a justified de 
mand by property owners within the income-taxing State for parallel tax credits, 
The consequence would be a shift of a substantial portion of the tax burden 
from property owners to residents and nonresidents who were not property 
owners. 

The particular problem of municipal wage taxes upon nonresidents was not 
studied in detail by the committee. Only two States, Pennsylvania and Ohio, 
have widespread municipal taxation of this type. One or a few municipali- 
ties in three other States have likewise exercised statutory authority to im- 
pose wage taxes. No exemptions or deductions are customarily allowed to 
residents or nonresidents. Apportionment of taxes has been provided where 
a citizen is subject to wage taxes in two taxing jurisdictions within a State, 
Such legislation is in conformity with principles of reciprocity and forbear- 
ance of double taxation favored by this committee but should be extended 
across State lines as well. 

The committee on nonresident income taxation based upon its report and 
analysis recommends the following resolutions to the National Association of 
Attorneys General. 

1. The States with income tax statutes should adopt reciprocity provisions 
granting tax credits to residents for income taxes paid in other States. 

2. The States with income-tax statutes should allow deductions for taxes, 
interest, charitable contributions and medical and other expenses to nonresi- 
dents, if allowed to residents, but limited to the proportion that the income 
earned or derived from sources within the State bears to the total income of 
nonresidents. 

38. The States should adopt legislation establishing authority in the tax 
commissioner or other designated State official to enter into agreements with 
the designated officials of other States to remove undue burdens and inequities 
in the income taxation of nonresidents. 

Respectfully submitted. 

ANNE X. ALPERN (Pennsylvania), 

LESLIE R. Burau (North Dakota), 

EvGenrF Cook (Georgia). 

Georce F. McCantess (Tennessee), 

Davip D. FuRMAN (New Jersey), Chairman, 
Committee on Nonresident Income Tazation. 


APPENDIX B 


1. TANNENWALD REPORT 
DECEMBER 3, 1958. 
Hon. AvERELt HARRIMAN, 
Governor of the State of New York, 
Executive Chambers, Albany, N.Y. 

Dear Governor: In January of this year, after a conference among the Gov- 
ernors of New Jersey and Connecticut and yourself, a three-man committee was 
constituted to examine into the problems raised by the New York tax on income 
of nonresidents of the State. The Governor of New Jersey designated, as his 
representative, William E. Warren, Esq., dean of the Columbia University School 
of Law and a resident of New Jersey. The Governor of Connecticut designated, 
as his representative, Roswell Magill, Esq., a leading tax law specialist prac- 
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ticing in New York City and a resident of Westport, Conn. You did me the 
honor of naming me as your representative. 

It was understood that the committee would work informally and that each 
representative would report separately to his principal. The committee was not 
empowered to take action. 

The members of the committee consulted with each other on several occasions. 
In addition, we received excellent advice from various private citizens. A re- 
port of the Federal Bar Association of New York, New Jersey, and Connecticut 
was particularly helpful. I am informed that Dean Warren and Mr. Magill 
have already reported informally to their respective principals. My purpose 
in writing this letter is to render a similar report to you. 


THE WORKINGS OF THE NEW YORK TAX 


Since 1919, New York State has imposed a tax on certain income of nonresi- 
dents of the State. Twenty-eight other States also impose a tax on nonresident 
income. The New York tax rate is graduated from 2 percent to 7 percent. 

The relative burden of the New York State income tax on residents and non- 
residents may be summarized as follows: 

(a) On the income side, the tax base for nonresidents is much narrower than 
that for residents.—Residents of New York are taxed on income from all sources, 
including earnings, dividends, interest and other investment income, and gains 
from the sale of property. Nonresidents, on the other hand, are taxed only on 
income from New York sources. (A nonresident who works partly within and 
partly without the State, may allocate his earnings on the basis of the time 
spent in New York.) This includes primarily earnings within the State. Divi- 
dends, interest, and other investment income are not subject to the New York 
tax, even though the securities are physically located in New York State. Simi- 
larly, gains from the sale of intangible property such as securities are not 
subject to the New York tax in the hands of nonresidents even though physically 
located in New York State, unless the nonresident is a dealer. 

(b) On the exemption side, residents and nonresidents are treated alike——Both 
are entitled to $1,000 exemption if single, or $2,500 if married, and to $400 for 
each dependent. 

(c) On the deduction side, nonresidents are entitled to less benefits than resi- 
dents —If a resident chooses to itemize his deductions, he may deduct such 
items as interest on borrowed money (such as a mortgage on his home), real 
estate taxes, all charitable contributions, medical expenses, and up to $150 of 
life insurance premiums. A nonresident, however, is limited in his deductions 
to those items connected with his taxable income from New York sources. He 
is not permitted to take deductions for the above-mentioned items except with 
respect to contributions to New York charities. On the other hand, if a tax- 
payer chooses to take the standard deduction of 10 percent of taxable income, 
or $500, whichever is less, he may do so whether he be a resident or nonresident 
of New York. 

Finally, the nonresident has his tax initially withheld at the source, i.e., by his 
employer, while the resident does not. 


THE BACKGROUND OF THE PROBLEM 


Over the years, since the New York tax on nonresidents was first imposed, 
there have been periodic protests by the residents of the neighboring States. In 
its most virulent form, this protest is predicated on the assertion that nonresi- 
dents should not be taxed at all by New York. The slogan “taxation without 
representatition” is the war cry of these protestants. I believe this shibboleth 
can be disposed of in short order. First of all, on purely legal grounds, it is 
without foundation. A tax on the income of nonresidents from sources within 
the State was specifically held constitutional by the Supreme Court of the 
United States in 1920 (Shaffer v. Carter, 252 U.S. 37 (Oklahoma income tax) : 
see also Travis v. Yale € Towne Mfg. Co., 252 U.S. 60 (New York income tax)). 
The Supreme Court reaffirmed its position on this score as late as 1956 in a case 
specificically involving the applicability of the New York tax to a New Jersey 
resident (Goodwin v. State Tax Commission, 352 U.S. 805). 

More importantly, however, is the fact that practically every State taxes non- 
residents in one form or another. New York residents, for example, pay excise 
taxes in the adjoining States (such as the gasoline tax) which become part of 
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the general revenues and go to support facilities used by all citizens, resident and 
nonresident alike. The fact that New York residents have no voice in the selec- 
tion of the officials who decide to impose such taxes has never been an inhibit- 
ing factor. It seems clear that, in a similar fashion, the income tax paid by 
nonresidents to New York State covers, in part, the cost of facilities and services 
which these nonresidents use in producing the income subject to tax. These in- 
clude police and fire protection, improvement and maintenance of toll-free roads, 
streets and sidewalks, street lights, transit facilities subsidized by tax exemption, 
and a myriad of other facilities and services which are taken for granted. It is 
no answer to say that the income tax is paid to the State and that the facilities 
and services are provided by the local county and municipal governments. New 
York State provides substantial financial assistance to these local units so that 
indirectly, if not directly, the State income tax helps to pay for the cost of 
these facilities and services. 

The more reasonable basis of protest by nonresidents is that they are dis- 
criminated against in the matter of deductions. The wage earner who owns a 
home in New Jersey, and commutes to New York daily, resents the fact that in 
computing the tax which he must pay to New York on his earnings, he cannot 
deduct the interest on his mortgage, the real estate taxes on his house, contri- 
butions to his local church and charities, doctors’ bills, etc. He feels that this is 
inequitable and that in some fashion. he should be able to get the benefit of these 
items as residents of New York State do. 

As reasonable as this position appears to be, it is not without its weaknesses, 
The nonresident wage earner forgets that only a portion of his income is subject 
to the New York tax—if he has dividends on stocks or interest on savings bank 
accounts, he need not report and pay tax on those items. In terms of compari- 
son with the resident who has to pay tax on these items, the nonresident has an 
advantage. Thus, for example, a nonresident who has $6,000 of earnings in New 
York and $600 of dividend income and utilizes the standard deduction, will pay 
a tax on only $5,500 (before exemptions), while a resident will pay a tax on 
$6,100. Nor is this a hypothetical situation. Contrary to what is generally be- 
lieved, nontaxable income of nonresidents is received by a significant proportion 
of persons in modest circumstances. Insofar as dividends and interest alone 
are concerned, 20 percent of the taxpayers with gross income between $5,000 
and $6,000 receive such income and among the recipients, it averages $545 a year. 
At the $10,000 level, one out of every two taxpayers reports income from divi- 
dends and interest of almost $1,500 annually. 

Another aspect of the situation which is overlooked is the fact that non- 
residents are entitled to the full exemptions even though they are required to 
report only a portion of their income. Thus, a nonresident married taxpayer 
with two children who has earnings from within New York State of $10,000, 
nontaxable income of $1,500, and takes advantage of the standard deduction, 
will pay tax on only $6,200, while a resident taxpayer will pay tax on $7,700. 

The foregoing examples are not intended to imply that nonresidents and 
residents in the same financial position should necessarily pay the same tax. 
After all, there are substantial differences in the benefits received by each from 
governmental services and facilities provided directly or indirectly by New York 
State. But they do indicate that the alleged discrimination is substantially 
less than is generally understood. 

Finally, the most important weakness in the position of nonresidents who 
complain about the New York State tax stems from the fact that neither New 
Jersey nor Connecticut have a State income tax. If our neighboring States 
imposed an equal or higher tax than New York, their residents would not have 
to pay any New York income tax. The reason for this is that the New York 
law provides that a nonresident who is required to pay income tax is entitled 
to credit against his New York tax the amount of tax paid to his home State 
on the income subjected to tax by New York. 

I do not conceive it to be within my province to question the system of tax- 
ation of our neighboring States. If, for historical reasons or otherwise, New 
Jersey and Connecticut choose not to raise their revenues through an income 
tax, that is their business. I suggest, however, that under such circumstances, 
the complaints of their residents against New York are less justifiable, par- 
ticularly where the claim is for complete exemption from the New York tax. 

Despite the fact that I believe there is a logical answer to the complaints 
by the residents of our neighboring States, it nevertheless appears to me that 
there is sufficient basis to their complaints to justify an examination of various 
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alternative modifications in the New York law. In analyzing these modifica- 
tions, however, I consider it important that the financial aspects of the situa- 
tion be taken into account. In this connection, it should be noted that in 1957, 
New York derived revenue of more than $34 million from the income tax on 
nonresidents, of which $23 million was paid by New Jersey residents and almost 
$7 million by Connecticut residents. 


ALTERNATIVE MODIFICATIONS AND THEIR FINANCIAL IMPLICATIONS 


Perhaps the simplest relief which could be given to nonresidents is in the 
area of charitable deductions. At present, nonresidents are only permitted to 
take deductions for contributions to New York charities. As a practical mat- 
ter, this limitation operates to discriminate against the lower income-tax payer. 
The high income bracket nonresident has available to him a simple device for 
avoiding the limitation. He organizes a family foundation as a New York 
membership corporation and thereby gets a deduction for all his contributions 
to the foundation. The foundation then distributes the contributions so received 
to the nonresident’s favorite charities within and without New York State. 
The lower income bracket taxpayer has no such flexibility. His charitable con- 
tributions are too small to warrant the effort or expense of a foundation. As a 
result, he loses the tax benefit of his contributions. It seems to me that this 
situation should be rectified. The public interest in supporting worthwhile 
charities does not know State boundaries. 

Another item of deduction, which is a source of irritation, involves medical 
expenses. A nonresident is not permitted to deduct, for New York tax purposes, 
any such expenses incurred either on behalf of himself or his dependents. 
This can produce an incongruous situation. A Connecticut resident who works 
in White Plains, and whose only income is from salary, is in a serious auto 
accident on his way to work. He runs up substantial medical bills but he de 
rives no tax benefit from paying them. If he lived in Bedford, N.Y., just inside 
the Connecticut lines, he would not have such disadvantage. There is unfair- 
ness in such a situation. In both cases, New York derives its revenue based 
upon the individual’s capacity to work. In both cases, that capacity is seriously 
inhibited. Obviously, the unfairness is considerably less where the accident 
involves not the taxpayer but one of his dependents whose capacity to work and 
produce income is not involved. Perhaps an appropriate solution would be to 
limit the medical expense of a nonresident to those expenses incurred by the 
taxpayer himself. It is difficult to estimate how much revenue loss would be 
involved in such a procedure. Available statistics indicate that an allowance to 
nonresidents of the same benefit from the medical expense deduction as is al- 
lowed to residents would cost New York State about $1,300,000 annually. Ob- 
viously, the loss from allowing only medical expenses of the taxpayer would be 
somewhat less. 

Still another area which has produced complaints is the deduction of real 
estate taxes and interest. The nonresident is not permitted such deductions 
while the resident is. Here the unfairness is not so apparent. The New York 
resident must report and pay tax on income from all sources. The nonresident, 
on the other hand, is required to report and pay tax to New York only on 
income earned in New York. Investment income and income earned outside the 
State is exempt. Thus, the nonresident has tax-free income which can offset 
these items which are not deductible. Indeed, if these deductions were per- 
mitted, a nonresident who owns and rents property located outside New York 
and derives income from it would reap an affirmative advantage: he would get 
the tax benefit from deducting the real estate taxes and the interest on the 
mortgage against his other income without having to pay tax to New York on 
the rent. It is true that such an analogy provides little comfort to the non- 
resident wage earner who lives in his house and pays taxes and mortgage in- 
terest on it. Statistics as to the amount of revenue involved in such deduc- 
tions are not readily available. Nevertheless, it would appear that there are 
sufficient possibilities of loss of revenue from permitting such deductions to 
require the conclusion that no change should be made in the present law. 

Thus far, I have dealt with the more important specific items of deductions 
which are desired by nonresidents. Actually, there are a large number of other 
deductions which are also involved, e.g., life insurance premiums, alimony, a 
variety of taxes, casualty losses, ete. In my judgment, it would be unwieldy 
to attempt to deal with each such deduction individually. Several suggestions 
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have been made, however, that the whole area of deductions should be dealt with 
asa package. Among these are the following: 

(a) Nonresidents should be entitled to the benefit of all the deductions pres. 
ently permitted to residents. If this change were made, it is estimated that 
the loss of revenue to New York would approximate $4,700,000 annually. This 
is a substantial figure. In view of the fact that nonresidents are required to 
report only their income earned in New York and that their income from other 
sources is not taxed, giving them the full benefit of all deductions would produce 
an unfair advantage. 

(b) Nonresidents should be permitted to get the benefit of all deductions on 
an allocated basis—namely, that proportion of all deductions which their in- 
come taxable by New York bears to their total income from all sources. It is 
estimated that this proposal would produce a revenue loss of $3,500,000 annually, 
The proposal of an allocation formula has considerable appeal. The theory 
behind it is that it causes the nontaxable portion of a nonresident’s income to 
bear a proportionate share of the deductions. Certain administrative difficulties 
are involved which will be discussed later. On the other hand, there appears 
to be no sound reason why the benefits of an allocation of deductions should be 
given to nonresidents, while at the same time permitting them to have the full 
benefit of exemptions on an unallocated basis. If any modification is to be 
made along the lines of this proposal, it should provide for an allocation of 
both exemptions and deductions. 

(c) Nonresidents should be permitted to deduct the excess of all deductions 
over nontaxable income. A variation of this proposal is that nonresidents 
should be given the option on a lifetime basis of reporting under the present 
provisions applicable to nonresidents or as a resident taxpayer. This would 
produce a rather complicated procedure which, as far as can be determined, 
would not produce substantially greater benefits to nonresidents than a system 
which permitted nonresidents to get the advantage of all exemptions and de 
ductions on an allocated basis. The estimated revenue loss runs from $2 mil- 
lion to $2,500,000 annually. 

(ad) Perhaps the most appealing and feasible alternative is the proposal te 
allocate both exemptions and deductions in the proportion that income taxable 
in New York State bears to total income from all sources. As has already been 
pointed out, this would cause each type of income to bear its proportionate share 
of the tax benefits. There are obvious administrative problems in such a propo- 
sal. It will be difficult in many cases for the New York authorities to determine 
how much nontaxable income a nonresident taxpayer really has. Unless such 
information is readily made available, there will be no way of knowing whether 
such income has been required to bear its share of exceptions and deductions, 
On the other hand, New York has the device of withholding to protect itself 
against dishonest taxpayers. If the withholding is continued on a rate appli- 
eable to gross income earned from sources within New York, nonresidents will 
in most cases, have to prove their right to a refund in order to get the benefit 
of any such change in the law. Nor will this be an undue burden on the non- 
resident. Usually, requiring him to furnish a copy of his Federal income-tax 
return will provide the necessary information. In some situations, such as in- 
come from securities of municipalities of other States, which are subject to New 
York tax in the hands of a resident but exempt from Federal tax, the Federal 
return will be incomplete. But the number of these instances should be small. 
The estimated revenue loss from this proposal is $1,500,000 annually. 

It should be noted that this proposal will not mean less New York income 
tax for all nonresidents. In fact, some nonresidents will receive no benefit— 
for example, a nonresident who is already getting the full benefit of the $500 
standard deduction and does not wish to, or has insufficient expenses to itemize 
his deductions. Indeed, in some cases, the outside income will offset part of the 
exemptions which the nonresident is now getting in full and produce a higher 
tax. However, the principal beneficiaries will be those nonresidents whose in- 
come is almost entirely from earnings in New York and who will, by this pro- 
cedure, be placed on a basis of equality with New York residents similarly situ- 
ated. 

ADMINISTRATION 


One final word is in order on the subject of administration. One of the major 
complaints of nonresidents has been the long delay involved in their obtaining re- 
funds of excess withholding of New York income tax. In many cases, due to ex- 
penses or the fact that time spent working outside New York was underestimated, 
nonresidents are entitled to a refund. Information that has come to my atten- 
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tion indicates that 2 to 3 years can elapse before these refunds are made. It 
would seem to me that it behooves the New York tax authorities so to organize 
its administrative procedures that the period required in processing refunds is 
kept to the minimum. If this were done, an important irritant would be removed 
and the opposition of nonresidents to the New York income tax might be con- 
siderably less. 

CONCLUSION 


The various component elements of the problem seem clear. A’ tax on the 
income derived by nonresidents from sources within the State is clearly constitu- 
tional. In the particular case of the New York tax, the basic reason for diffi- 
culty stems from the fact that neither New Jersey nor Connecticut impose an 
income tax. If they did and if the rates approximated the New York rates, New 
Jersey and Connecticut residents would pay no or very little New York tax. If 
my analysis were to stop here, I would necessarily have to conclude that no 
change should be made in the present law. 

I believe, however, that the problem cannot be approached from a purely logi- 
eal, historical and legal point of view. The New Jerseyite whose only income 
is his $6,000 salary earned in New York is not impressed by arguments about 
subsidization of systems of taxation. All] he knows is that he has to pay a tax 
to New York and that he doesn’t get the same benefits as the fellow who works at 
the next desk, has the same income and lives in New York. He has a feeling of 
injustice which no amount of theorizing can dispel. 

We have moved into a period when good working relations and good feeling 
among residents of the New York metropolitan area are becoming increasingly 
important. Common problems of transportation, taxation, health, water, etc., 
are swiftly making an anachronism of State lines. We need to work closely 
together with our New Jersey and Connecticut residents. We need to do every- 
thing within our power to remove irritants in our relationships and conserve our 
energies for problems of transcendent importance. 

It is not for me to say that, in the face of a possible need to raise taxes, New 
York should forego $1,500,000 in revenue, even though it is less than 1 percent 
of the State budget. On the other hand, it may well be that the future benefits 
to be derived from financial support by New Jersey and Connecticut for projects 
essential to the proper development of the New York metropolitan area are 
sufficiently substantial to justify the removal of an important irritant, even 
though New York will suffer a small loss in revenue. 

Assuming that the loss of $1,500,000 in revenue is appropriate, in light of 
these considerations, I recommend that nonresidents be given the right to allocate 
both deductions and exemptions in the proportion that taxable income from New 
York sources bears to total income from all sources. If this is not feasible, I 
recommend that nonresidents be given the right to deduct charitable contributions 
both within and without the State and their own medical expenses within the 
present overall limits applicable to all taxpayers. 

Sincerely, 


THEODORE TANNENWALD, JF. 


2, MEMORANDUM OF COMMENTS ON THE TANNENWALD REPORT BY ROSWELL MAGILL 
AND WILLIAM C. WARREN 


We respectively submit herewith our comments on the report prepared by 
Theodore Tannenwald, Esq., and submitted to former Gov. Averell Harriman 
of New York under date of December 3, 1958, on certain problems raised by the 
New York State personal income as applied to income derived from New York 
sources by nonresidents of the State. 

The first section of the report contains a brief summary of the principal differ- 
ences in the methods by which New York State taxes the income of its residents 
and the income of nonresidents. The report points out that there is no present 
constitutional objection to a State imposing an income tax at the rates applicable 
to residents upon income earned by nonresidents within its borders. Such a tax 
has been held to be constitutional even though it denies to nonresidents some or 
all of the deductions granted to residents (Goodwin v. State Tax Commission, 
352 U.S. 805 (1956)). The report notes (though it later seems to disregard) 
the fact that in Travis v. Yale & Towne Mfg. Co. (252 U.S. 37 (1920)), the 
Supreme Court held unconstitutional a New York State income-tax law which 
denied to nonresidents the personal exemptions granted to residents. The report 
concludes that there is no reasonable basis for claiming that New York should 
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not impose a personal income tax on income earned within the State by non- 
residents, and that the more reasonable basis of protest by nonresidents is that 
they are discriminated against in the matter of deductions. 

Although Mr. Tannenwald does not anywhere specify with particularity 
his standards of “reasonableness,” his report indicates that in his view for the 
most part a tax is “reasonable” if it is within the constitutional power of New 
York to levy, whether or not the tax yields revenues excessive in amount for 
the governmental services performed for the nonresident. In other words, 
since his standards are lawyers’ standards, not laymen’s standards, he does 
not give adequate weight to the inequitable duplication of taxation that presently 
exists in the case of the nonresident. Although Mr. Tannewald expressly dis- 
claims any intention of dictating a tax system for Connecticut or New Jersey, 
his report proceeds in part on the basis that Connecticut and New Jersey can 
avoid further trouble with New York by enacting income taxes, in which event 
their citizens could claim a credit against the present New York tax for the 
income taxes paid at home; in part the report is grounded upon the comfortable 
assumption that nonresidents reporting incomes of $5,000 to $10,000 earned 
in New York have considerable additional unreported incomes from invest- 
ments or from out-of-New York real estate. The assumption is not borne out 
by any statistics we know of, in or out of the report. 

Thus, the report points out that since nonresidents are not subject to New 
York income tax on dividends, interest and other forms of investment income, 
there are “weaknesses” in their claims to be allowed the deductions now 
granted to residents. The report advances the theory that a substantial amount 
of nontaxable investment income is received by a significant number of non- 
residents in modest circumstances. It states that 20 percent of the nonresident 
taxpayers with gross incomes between $5,000 and $6,000 per year receive 
dividend and interest income and among the recipients, such income averages 
$545 per year. It is asserted that at the $10,000 level, one out of every two 
nonresident taxpayers receives income from dividends and interest of almost 
$1,500 annually. 

The foregoing figures were apparently arrived at by interpolating statistics 
reported on the returns of residents of New York State. We believe that the 
figures cited in the report, when applied to Connecticut and New Jersey resi- 
dents working in New York, are entirely unrealistic, for the averages on which 
they are based are inapplicable to nonresidents. In reaching a figure of $545 
as the average amount of dividend and interest income received by those indi- 
viduals in the $5,000 to $6,000 bracket reporting such income, the total amount 
of such income for New York residents in this bracket was presumably reached 
by including the investment income received by widows, retired persons, ete., 
who reside in New York and who no longer earn any income. These figures 
are not valid to support any conclusion with respect to the composition of the 
incomes of Connecticut and New Jersey residents who report only earned 
income to New York. The average figure in the report is almost certainly 
much too high; and the cited data by no means supports the conclusions. The 
figures for the $10,000 level appear to be even more unrealistic. 

The report fails to give adequate consideration to the fact that Connecticut 
and New Jersey residents subject to New York income tax are also burdened with 
heavy State and local taxes in the States of their residence. Available statistics 
show various instances of Connecticut and New Jersey residents being taxed 
more heavily, in relation to their incomes, than residents of New York State. 
A table appearing in the ninth report of the Commission on State Tax Policy 
of the State of New Jersey (1958) shows that in 1957 a married individual 
with two children, owning a small car and a moderately priced home with a 
mortgage, would have paid a total of $495.34 in State and local taxes if he were 
a resident of Trenton, N.J. If the same individual resided in Albany, N.Y., 
the total of his State and local taxes would have been $339.72, $156 less. 


lay, 
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1. The report’s proposal that nonresidents should at least be allowed to deduct 
their contributions to charitable organizations, whether in or out of New York 
(subject to an apportionment formula discussed below), is a minimum first step 
in the direction of greater tax equity to nonresidents. Charity should know no 
State lines. The report correctly points out that present New York law, which 
allows nonresidents to take charitable deductions only for contributions to New 
York charities, particularly discriminates against lower income taxpayers. 
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2. We also agree that a useful second step in the direction of greater tax 
equity would be for New York to grant to nonresidents the deduction for ex- 
traordinary medical expenses allowed to residents. As the law now stands, if 
two men with like New York salaries, one living in Connecticut (or New Jersey ) 
and one in New York, are both seriously injured in the same accident, the New 
Yorker can deduct his extraordinary medical expenses, but the Connecticut (or 
New Jersey) resident cannot. The only reasonable basis which can be sug- 
gested for such discrimination is that the Connecticut or New Jersey resident 
is bound to have income from outside New York other than his salary. We all 
hope that he has; but until we can be sure of it, should he not receive the 
same medical deduction that the New Yorker does? The report so concludes, 
put like an Indian giver suggests that the extraordinary medical expense deduc- 
tion be denied to the nonresident’s dependents. Yet the crippling illness of a 
wife or a child may be just as devastating, and just as ruinous to the tax- 
payer’s ability to pay taxes as his own serious illness. We submit that no such 
limitation should be imposed. 

3. The report’s conclusion that a deduction for Connecticut and New Jersey 
real estate taxes paid by nonresidents working in New York State should be 
permitted, subject to an apportionment formula, would be another step forward, 
put again the proposal in the report is adequate as a complete solution. At 
present, a nonresident is allowed no deduction for any real estate taxes he may 
have paid outside of New York, while a resident is permitted such a deduction. 
The report does not consider this omission unfair, on the ground that the non- 
resident is required “* * * to report and pay tax only on income earned in 
New York.” 

This argument assumes that the average nonresident working in New York 
and earning $5,000 or $6,000 per year derives substantial additional income from 
investments, an assumption which we believe wholly unwarranted. 

In addition, the report does not give adequate weight to the importance of the 
real estate tax in the Connecticut and New Jersey tax structures. Both States 
levy relatively low State taxes and relatively high local taxes, in the form of 
real property taxes. In 1956, the average per capita total tax bill in New Jersey 
was $168.93, divided between $47.19 in State taxes and $121.14 in local taxes. 
Local taxes were thus 21% times as much as State taxes. New York State, on 
the other hand, collected $1.4 billion (including $476 million in personal income 
taxes) in 1957, compared with $2.2 billion in local taxes. Thus, New York State 
local taxes were only 50 percent greater than State taxes. These figures indicate 
that certain governmental expenditures which New York finances through a 
State income tax are paid for in New Jersey by local property tax collections. 

New York law presently provides that a nonresident who is required to pay 
income tax in his home State is entitled to credit the amount of such tax against 
his New York income tax. There is a strong case, therefore, for asking New 
York to grant a tax credit against the income tax of New York for some part 
of the property taxes of New Jersey and Connecticut. For the resident of 
Connecticut and New Jersey, in paying his property tax, is paying for many 
local governmental activities, such as schools and highways, for which he is 
compelled to pay the second time when he pays the New York income tax. Since 
the resident of Connecticut or New Jersey receives most of the benefits of these 
local governmental services at his home, and not in New York, in fairness he 
should be given a credit by New York for the taxes he has already paid 
therefor. It appears anomalous to make the granting or denial of a credit 
depend solely on the label of the tax imposed by a State as its principal source 
of income; nor should New Jersey and Connecticut be required to tailor their 
revenue-raising measures to fit the intricacies of the New York personal income 
tax law. 

4. We disagree completely with the report’s conclusion that the personal 
exemptions granted to nonresidents should be reduced by an apportionment on 
the basis of income in and out of New York. Such a proposal is unfair, and 
would be unconstitutional under the Travis case, cited above in this memo- 
randum. 

The effect of denying to a nonresident a portion of the exemption granted to 
residents is to tax the nonresident at a higher rate than a resident of New 
York. Even if the nonresident in some instances has additional income from 
outside of New York, the proposal is unsound, since New York is without any 
jurisdiction to tax the income of nonresidents produced by out-of-State activities. 
New York is not entitled to tax such income indirectly by reducing all non- 
residents’ exemptions. 
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CONCLUSION 


The report’s recommendation that nonresidents be given the right to allocate 
deductions in the proportion that their taxable income from New York sources 
bears to their total income from all sources is sound. The report’s suggestion 
that personal exemptions be similarly allocated is a step backward, is probably 
unconstitutional, and should not be adopted. 

We recommend, therefore, that you request Governor Rockefeller to propose 
legislation which will— 

(a) grant those residents of New Jersey and Connecticut who are sub- 
ject to the New York personal income tax all the deductions now granted 
to residents in the proportion that their New York income bears to their 
total income from all sources ; 

(b) grant to the residents of New Jersey and Connecticut the full dedue- 
tion for real estate taxes now available to New York residents; and 

(c) ereate a tristate commission to study the whole question of inter- 
state taxation, credits and allowances. 

Respectfully submitted. 

ROSWELL MAGILL, 
WILLIAM C. WARREN. 
MARCH 2, 1959. 
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